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ABSTRACT 
 
Food security is high on the development agenda in South Africa. A wide range of 
agricultural interventions exist across the country initiated by various stakeholders at 
different levels of society. While many interventions focus on production related 
constraints of food security, there are far fewer that focus on the integration of 
smallholder farmers in the supply chain. 
 
The research subject is the Agricultural Sustainable Community Investment Project 
(Agri-SCIP), operating on the south coast of the Kwa-Zulu Natal Province. As a 
demand driven alternative market model, the focus of the project is on the integration 
of local smallholder farmers in the fresh produce supply chain. 
 
The main research question is whether the participation of smallholder farmers in the 
fresh produce supply actually has actually improved for participants of the test case. 
Existing barriers to entry for smallholder farmers are mitigated in the project. 
 
Through a literature review five critical factors for market participation by smallholder 
farmers are identified, namely transport and distance to markets, product quality, 
product quantity, the buyer-seller relationship and market information. A literature 
review and empirical data are applied to test the impact of the Agri-SCIP project on 
the participation of smallholder farmers in the fresh produce supply chain based on 
these five critical factors. 
  
The data indicate that many of the existing barriers to entry in the fresh produce 
supply chain for the smallholder farmers are mitigated, and have been shifted to a 
collectively owned co-operative. Therefore, as an alternative market model, Agri-
SCIP has the potential to provide a sustainable solution for smallholder development 
in South Africa with a strong focus on supply chain participation. The development of 
a strong smallholder farmers base and the development of smallholder farmers into 
semi-commercial farmers are potential long term results of the Agri-SCIP alternative 
market model. 
 
 
Key words: Agri-SCIP, alternative market model, market participation, barriers to 
entry, smallholder farmer, fresh produce, supply chain, Participatory Guarantee 
System, co-operative, South Africa. 
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CHAPTER I - INTRODUCTION 
 
There are many agricultural interventions aimed at smallholder farmers in South 
Africa. These agricultural interventions are initiated and driven by a diverse group of 
stakeholders coming from the public sector, civil society and the private sector. Many 
private sector smallholder farmer interventions are initiated within the broad remit of 
corporate social responsibility programmes. In many cases, these agricultural 
development interventions focus on poverty alleviation via improved household food 
security. Far fewer apply a more holistic approach, aiming at an integration of 
smallholder farmers in the fresh produce supply chain. 
Generally, successful agricultural development interventions focus on the availability 
and investment in skills, natural resources, capital, assets, technology and markets. 
This research focuses on the effectiveness and impact of a specific intervention 
targeted directly at improving the market participation of smallholder farmers in the 
fresh produce supply chain in South Africa. The case in point is the Agricultural 
Sustainable Community Investment Programme (Agri-SCIP), operating on the lower 
South Coast of the Kwa-Zulu Natal Province.  
The Agri-SCIP is based on the Community Investment Programme (CIP), a second 
economy development programme conceptualised in the early 2000s by a South 
African development economist, the late Dr Norman Reynolds (Geerts, 2014). The 
programme is aimed at the development of the second economy, whereby local 
money circulation is stimulated by means of a rights based approach (Reynolds & 
van Zyl, 2002; Reynolds, 2006). In 2006, CIP was adopted by the former Department 
of Provincial and Local Government (DPLG) as one of four local economic 
development strategies in the 2006 – 2011 white paper on local economic 
development in South Africa. In the white paper, CIP was called SCIP, Sustainable 
Community Investment Programme (DPLG, 2006).  
Beginning in 2005, Dr Reynolds spent a number of years promoting SCIP amongst 
international donors operating in South Africa. In 2008, Broederlijk Delen, a Belgian 
NGO, started funding a SCIP pilot programme for a local NGO called Give a Child a 
Family. The focus of the pilot quickly shifted towards rural agricultural development, 
as did the programme name, being called Agri-SCIP from 2009 onwards. In 2010, 
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the Siyavuna Development Centre (SDC) was formed. SDC took over the Agri-SCIP 
pilot from Give a Child a Family to put it at the centre of its operations. SDC has 
been developing and implementing Agri-SCIP ever since. The organisation is a 
member of the International Federation of Organic Agricultural Movements (IFOAM) 
and has been partnering with the Rainman Landcare Foundation for the 
development of their agricultural curriculum and expertise (SDC, 2012). 
The main focus of my research is to analyse the Agri-SCIP, implemented by SDC on 
the South Coast of the Kwa-Zulu Natal Province, as a demand driven agricultural 
development project in South Africa. The main aim of Agri-SCIP is to strengthen the 
position of smallholder farmers in the local fresh produce supply chain via a strategy 
that focuses on the creation of a guaranteed demand. Therefore the Agri-SCIP 
deploys local co-operatives which guarantee the demand of fresh produce. The co-
operatives thus provide the guarantee to buy fresh produce from their local member 
farmers. The operations of the Agri-SCIP are regulated via a Participatory Guarantee 
System (PGS). The PGS serves as an overall quality assurance system via which 
the membership of smallholder farmers is arranged. PGS is defined in Chapter 2 
Section 2.4.3. In addition to Agri-SCIP, there are several agricultural projects in 
South Africa operating on a PGS, such as the Bryanston Organic Market, the 
Ntombongashi farmer Co-operative and more recently, the Green Road initiative 
(Bryanston Organic Market, n.d.; Haupfleisch, 2012; Hauptfleisch et al., 2011). 
At this point in time, limited research has been conducted on the operations and 
impact of Agri-SCIP on the market participation and barriers to entry for smallholder 
farmers. My research will therefore focus on the actual nature and structure of the 
Agri-SCIP as an alternative market model. Having seen how poor market access 
makes it difficult and risky for smallholder farmers to invest in surplus food 
production, the question is if the risk can be reduced by providing a regular market 
outlet at a good price.  
The main hypothesis of my research is that smallholder farmer market participation 
in the fresh produce supply chain will improve when potential barriers to entry are 
shifted to a collectively owned marketing Co-operative. 
The research question is directed towards the level of market participation by 
members of the Agri-SCIP project. Specific secondary research questions are 
formulated after examining rural development experiences from the literature. Five 
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critical factors that limit the ability of smallholder farmers to participate in the fresh 
produce supply chain were identified in the literature review. The first critical factor, 
transport and distance to markets, is related to the physical distance to the market. 
The second critical factor is product quality which also relates to product standards 
and packaging. The third critical factor is product quantity relating to the production 
volumes, consistency and variety of supply and access to storage facilities. The 
fourth critical factor is the relationship between the seller and buyer. The barriers to 
entry are mainly related to the power relations, type of trade agreement and trade 
price. The last critical factor relates to barriers to entry due to a lack of, or inaccurate 
market information. These critical factors became the secondary research questions 
to be tested in this research project and are discussed in detail in Chapter II Section 
2.8. 
The starting point of this research is to gain an understanding of the broader 
agricultural sector and policy framework in South Africa from the early 1900s up to 
the post-Apartheid period in which we find ourselves, with an in-depth analysis of the 
fresh produce supply chain via a literature study in Chapter II. The focus of the 
supply chain analysis is on the actors and flow of non-processed, fresh produce in 
the domestic market. The aim is to identify the chain systems, such as price setting 
and information flow, and the main chain actors, including their functions, roles and 
relationships, chain leadership and power relations.  
The research further focusses on the market participation and barriers to entry for 
smallholder farmers in the fresh produce supply chain. The five critical factors, as 
identified in the literature, are used as the parameters to measure and evaluate the 
market participation by smallholder farmers in the fresh produce supply chain. A 
methodology is developed (Chapter III) which applies an interview and questionnaire 
in order to gather empirical data to test the main research hypothesis. 
The Agri-SCIP test case is analysed in Chapter IV, focussing on its unique supply 
chain, in line with the general fresh produce supply chain analysis discerned from the 
literature review in Chapter II. The chain systems, such as price setting and 
information flow, and the main chain actors, including their functions, roles and 
relationships, chain leadership and power relations are analysed. 
Chapter V looks at the operational effectiveness and impact of the Agri-SCIP project 
on market participation and barriers to entry for smallholder farmers. Empirical data 
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is collected via interviews with key stakeholders and a questionnaire is conducted 
amongst a sample of smallholder farmers participating in the Agri-SCIP test case. 
The empirical data are collected based on the five critical factors, as the identified 
parameters in the literature review in Chapter II and are used to measure and 
evaluate the market participation by smallholder farmers in the Agri-SCIP supply 
chain in Chapter V. 
A comparison of the smallholder farmer market participation and barriers to entry 
between the Agri-SCIP test case and various other supply chain actors is performed 
in Chapter VI. Conclusions regarding the strengths and weaknesses of the Agri-
SCIP compared to the existing marketing channels in the fresh produce supply chain 
are drawn by the researcher. A set of recommendations, as well as considerations 
regarding Agri-SCIP as an alternative market model are formulated. Potential areas 
for further research are also identified. 
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CHAPTER II – LITERATURE REVIEW 
 
 Agricultural sector in South Africa 2.1.
In the late 19th century South Africa had a significant and innovative smallholder 
farmer base, which existed mainly in the supply of food to the gold and diamond 
mining industry (Bundy, 1979). However moving into the 20th century and further 
during the apartheid era, South Africa pursued an import substitution agricultural 
development policy that ensured the protection and development of agricultural 
industries which were deemed of national food security importance (Jacobs, 2009). 
Agricultural policy in South Africa has been of a dualistic nature for most of the 20th 
century, making a clear distinction between a white commercial farming industry and 
black smallholder farmers. This dualism was supported by essential legislation such 
as the 1913 and 1936 Land Acts, the 1937 Agricultural Marketing Act, the 1939 
Agricultural Co-operative’s Act and the 1970 Act on the Subdivision of Agricultural 
Land (Aihoon et al., 2009). 
In the early eighties, the South African government even more firmly installed an 
agricultural dualism with the White Paper on Agricultural Policy in 1984. This policy 
clearly identified ‘white’ commercial farming and its intention to reach national self-
sufficiency in respect of food, fibre and beverages and the supply of raw materials to 
local industries at reasonable prices. To achieve this, the agricultural minister at 
times used the Agricultural Marketing Act (Act 59 of 1968 as amended). This Act 
allowed for marketing control of certain commodities via the establishment of 23 
marketing schemes (Kirsten & Van Zyl, 1998). 
Besides the high level of state support and protection of the white commercial 
farming sector, the establishment of large farmers’ organisations such as AgriSA and 
the Transvaal Agricultural Union (TAU) made a significant contribution to the 
emergence of a strong commercial farming sector. Van Rooyen and Machethe 
further note that in the period 1980 to 1989 South Africa had an agricultural self-
sufficiency index of 130. This implies that during this period, production was clearly 
exceeding local consumption for a number of products, making the sector a valuable 
generator of foreign exchange via exports. Meanwhile there was no policy that 
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clearly identified ‘black agriculture’. Existing policy was designed to limit, rather than 
support black agriculture with local markets being oppressed in an effort to centralise 
control over the sector (Van Rooyen & Machethe, 1991). 
The black smallholder farming sector has been restricted for decades, and arguably 
still is, by insecure and fragmented land rights, non-viable small farming units, 
overgrazing, land degradation and a lack of infrastructure, financial support, 
extension services, market information and market access (Hall, 2009). Market 
access and participation is further hampered via high transaction costs, insecurity 
over land rights and a lack of production units of scale. In addition, market access 
and participation by black smallholder farmers was limited by racially biased 
legislation at times. As a result, the lack of a black commercial agricultural sector 
was mistakenly attributed to a lack of entrepreneurial and racial capacity (Van 
Rooyen et al., 1987). 
Since the mid-eighties, increased international political and economic pressures, 
under the global auspices of the WTO (World Trade Organisation), led to more 
market deregulation in the agricultural sector in South Africa. The macroeconomic 
trend of market liberalisation and emerging national pressure on national agricultural 
policy, have slowly reduced state control over the agricultural sector towards a more 
liberalised, deregulated market environment. In line with this, the General Agreement 
on Tariffs and Trade (GATT) negotiations, which intended to replace quantitative 
control on external trade with tariffs, and the appointment of the Committee of Inquiry 
into the Marketing Act, placed some momentum on the movement towards market 
deregulation in the early nineties (Kirsten & Van Zyl, 1996). 
This shift towards market deregulation was accompanied in the mid-nineties by clear 
objectives by the state in favour of smallholder farmers. The goal was to develop 
agricultural markets and improve market access for resource poor actors (especially 
smallholder farmers) in the agro-food supply chain who faced marginalisation and 
exclusion from profitable agricultural markets under the apartheid regime (Jacobs, 
2009). 
The Marketing of Agricultural Products Act (Act No. 47 of 1996), as well as the 2001 
Strategic Plan for Agriculture paved the way for the development of competitive 
agricultural markets, also aiming at greater domestic and foreign trade. The 1996 
Marketing Act also outlines the parameters for farmers, including smallholder 
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farmers, to interact with agricultural markets. However, it puts smallholder farmers on 
par with all ‘other actors’ in the agricultural supply chain. This perceived level playing 
field actually did not mirror reality as smallholders are at a disadvantage when it 
comes to productive and marketing related capacity. Therefore in effect they further 
marginalised smallholder farmers (Jacobs, 2009). 
The 2001 Strategic Plan for Agriculture is arguably the most far-reaching adoption of 
a deregulated and liberalised agricultural sector in South Africa since the policy shift 
of the 1990s. In Chapter 2 of the Strategic Plan for Agriculture, the vision for South 
African agriculture, the strategic plan prescribes market forces to direct business 
activity and resource allocation as one of its basic premises and value statements 
(DoA, 2001). Smallholder farmers will be assisted to gain better access to markets 
via the removal of entry barriers and strategic partnerships with commercial farmers. 
Du Toit and Ewert (2002) argue that according to neo-liberal economists, a 
deregulated, liberalized agricultural sector is broadly consistent with the globalisation 
of agriculture, which is being driven by the WTO and transnational supermarkets, 
both powerful actors in the global agricultural supply chain. While in wealthier 
countries (generally OECD and US), government still has adequate budgetary space 
to provide substantial financial support to the agricultural sector, mainly in the form of 
market protectionist measures and subsidies, poorer countries have little or no 
control over the sector. 
In addition there is increased evidence that the highly neo-liberalised market system 
in South Africa contributes towards an increasing risk and uncertainty for smallholder 
farmers as they try to integrate into local and national markets (Jacobs, 2009). 
‘Making agro-food markets work for the rural poor’ has become the catchy buzz 
phrase of the 2008 World Bank Development Report and is claimed to be the 
pathway to lift the rural poor out of their misery (Wold Bank, 2007). However, a clear 
understanding of the agro-food supply chain is crucial to policy makers in South 
Africa in order to make agri-food markets work for the poor. Policy reviews, such as 
government’s 15 Year Review (The Presidency, 2008) and the War on Poverty 
campaign (The Presidency, 2009), have bought into this idea, but clear evidence of 
their impact is still lacking. 
Agricultural productivity analysis by the Department of Agriculture, Forestry and 
Fisheries (DAFF) from as far back as 1910 indicates a steep percentage increase in 
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productivity in the seventies and eighties (Figure 1), which is mainly due to the 
import substitution agricultural development policy. South Africa developed a strong 
staple food industry in the eighties and early nineties with some globally competitive 
primary and secondary agriculture products (DAFF, 2011a). 
 
Figure 1: Agricultural Productivity Estimates from 1910-2008 
Source: DAFF, 2011a, p. 7. 
The sharp decline in commercial farming since the mid-1990s is confirmed by the 
abstract of agricultural statistics for South Africa, which reports 60,938 commercial 
farming units in 1996, 45,818 in 2002, and only 39,966 in 2007 (DAFF, 2012). This 
decline indicates that many commercial farmers have not been able to withstand the 
competitive pressures of the global agro-industry. High levels of consolidation, 
leading to fewer, but bigger farms, have been observed in the 2012 abstract of 
agricultural statistics. In 2009 Jacobs argued that commercial agriculture, which was 
an important driver of economic growth in the country, had fallen back to an average 
contribution of 3% to the national GDP (Jacobs, 2009). In 2012 the average 
contribution was measured at 2.9% by the DAFF (DAFF, 2012). Growth in the 
primary agricultural sector has been stagnant for more than five years. The agro-
processing sector on the contrary has grown, albeit modestly. McLachlan and 
Thorne argue that between 2000 and 2006 the agro-processing industry grew by 
2.74%, but the primary sector had a rather stagnant growth of a meagre 0.03%. This 
overall growth slowdown has shed some badly needed jobs and clearly puts the 
stipulated 6% growth target as per the Accelerated and Shared Growth Initiative 
South Africa (ASGISA) policy beyond reach. However, the agricultural sector does 
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still employ about 8 to 9% of the total economically active labour force in the country 
(McLachlan & Thorne, 2009). 
In spite of this decline, according to a Department of Trade and Industry study in 
2007 (DTI, 2007), South Africa was a major global exporter of primary agricultural 
products such as avocados, clementines, ostrich products, grapefruits, table grapes, 
plums and pears, as shown in their global market rankings (Table 1). 
Export Item South Africa’s world ranking 
Avocados 1st 
Clementines 1st 
Ostrich products 1st 
Grapefruit 2nd 
Table grapes 3rd 
Plums 3rd 
Pears 5th 
Table 1: South African Agricultural Export Performance 
Source: DTI, 2007. 
At a secondary level, in the agro-processing industry, South Africa is a prominent 
global player in the export of wine, sugar, fruit juices and canned deciduous fruit. 
South Africa was ranked second in the world in terms of total export volumes for 
canned deciduous fruits and individual canned products like apricots, pears and 
cocktail fruits in 2007 (DTI, 2007). 
The 2001 Strategic Plan for Agriculture clearly highlighted a few challenges in the 
agricultural sector based on some up- and downstream distortions in its supply 
chain. Increased market concentration among input suppliers and distributors, as 
well as increased dominance by multinational firms may negatively affect the 
competitiveness of the agricultural sector. The power of these firms and the lack of 
competition within the sector may result in high intermediate input prices. 
Furthermore, the plan stated that retail chains have become large and extremely 
powerful in negotiating and determining producer prices locally and internationally. 
Farmers have, as a result, been at a disadvantage in price negotiations (DoA, 2001). 
Recent research confirms the dominance of the retail chains in South Africa, which 
account for more than 55 % of the total national food retail industry (Biénabe et al., 
2011). 
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 Typology of farmers 2.2.
A 2009 study by McLachlan and Thorne published by the Development Bank of 
Southern Africa provides some evidence of the typology of farmers in South Africa 
as shown in Table 2. It indicates that commercial farmers with an annual turnover of 
more than R2 million are generally large export orientated field crop, horticulture or 
livestock operations. They farm on vast tracts of land, some of which is rented, with 
high-tech equipment and irrigation, hiring both labour and managers. The middle 
section of commercial farmers with an annual turnover between R300,000 and R2 
million per year are mainly large family farms, some of them being incorporated as 
private companies or closed corporations. Large extensive livestock farms and 
medium scale field crop farms are most common. More than half of all commercial 
farmers in South Africa still have an annual turnover of less than R300,000. 
Commercial, emerging commercial and subsistence farming in communal areas are 
all associated with former homeland smallholder farming. The unknown number of 
commercial farmers in the communal, rural areas suggests that there are very few in 
operation, while emerging commercial farmers operating on at least 20 ha of land 
are estimated at 35,000. The number of subsistence farmers, cultivating anything 
less than 20 ha, is estimated at 1,256 million (McLachlan & Thorne 2009). It is 
deemed necessary to further define smallholder farmers as represented in Table 2. 
A number of misconceptions exist about smallholder farmers in South Africa, mainly 
in relation to the farm size and production efficiency. A small farm size does not 
necessarily equate to low farm viability, as a two ha intensive horticulture farm on 
prime agricultural land can be more viable than a 500 ha monoculture farm in the dry 
Karoo for example. The size of the farm is thus relative in respect to the particular 
ecological region and soil quality, as well as the specific farming industry under 
reference. Smallholder farms are also not simple scaled down versions of large 
commercial farms as they differ significantly, both in terms of input and output 
intensity. This relates to a mistaken perception that smallholder farms are less 
efficient, simply viewed by the absence or lack of assets and industrial equipment. 
Large, capital intensive farms are not always more economically efficient than their 
smallholder counterparts (Kirsten & Van Zyl, 1998). 
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Table 2: Typology of farmers in South Africa 
Source: McLachlan & Thorne, 2009, p. 16. 
The first general attempt to classify smallholder farmers by Kirsten and Van Zyl is in 
line with the international context, emphasising efficiency rather than farm size alone. 
A smallholder farmer is one whose scale of operation is too small to attract the 
provision of the services that he or she needs to be able to increase his or her 
productivity and market participation (Kirsten & Van Zyl, 1996). In comparing the 
Alliance for a Green Revolution in Africa and the Export Programme for Organic 
Products from Africa, Auerbach comments that while the former used high levels of 
bought inputs, the latter showed smallholder farmers how to use local natural 
resources and connected them with markets and strengthened local institutions at a 
fraction of the cost per farm per year compared to the former (Auerbach, 2013). 
Classifying any farming operation, from a tiny backyard food garden up to a 20 ha 
farm, as a subsistence farm is therefore a mere generalisation, suggesting that all 
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smallholders form a relatively homogeneous group. On the contrary, there are 
significant distinguishing features, which allow for a more comprehensive typology to 
emerge.  
However, Bernstein argues that many analysts stress the fluidity, blurredness and 
variability of class identification in concrete social formations, which means that while 
they may be useful for discerning and analysing broad trajectories of change, they 
are often difficult to operationalise in the analysis of specific empirical data sets 
(Bernstein, 2009). 
Ben Cousins proposes to distinguish smallholder farmers from subsistence farmers 
based on the levels of own consumption and marketable surplus. A subsistence 
farmer produces primarily for own consumption and has very little market 
participation beyond some occasional neighbourhood trade. Surplus production is 
therefore almost non-existent (Cousins, 2010). Distinguishing smallholder farmers 
from commercial farmers often relies on the size of the farm and the degree of labour 
intensity, in addition to the level of marketable surplus. In this case, smallholder 
farming seems to rely mainly on household labour. Based on key differences in the 
combination of land, labour and capital, smallholder farmers can be classified as 
semi-commercial or commercially orientated.  
In support of Cousins, it is argued that in addition to the aforementioned grounds for 
the classification of smallholder farmers, the degree to which agriculture contributes 
to social and expanded reproduction is important to observe. Social and expanded 
reproduction refers to the relationship between income from agricultural activities 
with other subsistence and income generating activities of the farming household 
varying from petty enterprise to wage labour. Furthermore, in a case of expanded 
economic reproduction, whereby a surplus is produced in order to enable economic 
growth, the agricultural activities begin to assume the character of a capital 
enterprise. A proportion of the surplus value produced by own and/or hired wage 
labour, is reinvested in the production assets in order to expand the productive 
capacity (Cousins, 2010). 
In light of the above, the following classification of subsistence and smallholder 
farmers in South Africa has been adopted, and Table 3 has been developed. 
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Typology Social Production Expanded 
Production 
Criteria 
Subsistence 
Farmer 
 
Small contribution from 
agricultural activity; 
Heavily reliant on petty 
enterprise, social grants 
and/or other wage 
labour 
 
None via 
agricultural 
activity 
 
Mainly own consumption; 
No significant surplus 
production; 
No market participation; 
Occasional, ad hoc, 
neighbourhood trade or 
welfare hand-out 
Smallholder 
Farmer 
 
Significant contribution 
from agricultural activity; 
Combination with 
additional forms of 
income, mainly wage 
labour 
 
None, to very 
little, via 
agricultural 
activity 
 
Farms on substantial scale; 
Significant, but rather 
uncoordinated  surplus 
production; 
Simple market participation, 
mainly local; 
Regular, but mostly 
unpredictable trade 
Semi-
Commercial 
Smallholder 
Farmer 
 
Fully sustainable from 
agricultural activity; 
Only minor combination 
with additional forms of 
income; 
No, to very little, hired 
labour 
 
Basic 
 
Farms on substantial scale; 
Planned surplus production; 
Basic market participation, 
local, regional and/or national; 
Regular, predictable trade 
Commercial 
Smallholder 
Farmer 
 
Fully sustainable from 
agricultural activity; 
Only minor combination 
with additional forms of 
income; 
Rely on hired labour 
 
Fully engaged, 
with capital 
accumulation 
 
Commercially orientated farm; 
Highly organised, intensive 
production; 
Strong market participation; 
Regular, predictable trade; 
Potential of vertical integration 
in the supply chain via value 
adding 
Table 3: Typology of subsistence and smallholder farmers in South Africa 
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  Fresh produce supply chain 2.3.
 Growing Importance of Fresh Produce 2.3.1.
The Agri-food industry consists of many sectors and subsectors. In general there are 
three main sectors namely livestock, field crops and horticulture. The fresh produce 
sector is classified as a horticulture subsector, with the horticultural sector combining 
all intensive plant cultivation for human consumption (FAO, 2002). 
The overall change in composition of agricultural outputs according to the three main 
sectors in South Africa in 2010 was monitored by Liebenberg (shown in Figure 2). 
The study places initial emphasis on the growth of the horticulture sector 
(Liebenberg & Pardey, 2010). 
 
Figure 2: The Changing Composition of the Value of Agricultural Output 
Source: Liebenberg & Pardey, 2010, p. 24. 
The abstract of agricultural statistics in 2012 indicates a further growth of the 
horticulture sector for the financial year 2010/11 with a gross value for livestock of 
R67,685.9 million (48.2%), field crops of R36,353.5 million (25.9%) and horticulture 
of R36,377.6 million (25.9%). Deciduous and other fruit with a gross value of 
R9,421,775 and vegetables with a gross value of R7,860,293 constitute 47.5% of the 
gross value of the total horticulture sector in South Africa for the financial year 
2010/11 (DAFF, 2012). 
An overview of the Compound Annual Growth Rate (CAGR) of the various 
agricultural subsectors from 1994/95 until 2004/05 indicates the relationship between 
gross value and the respective gross value growth (Figure 3). Vegetables and 
deciduous and other fruits both score well in terms of gross value and gross value 
growth. They are both classified as large subsectors in the SA agricultural supply 
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chain, outperforming for example the viticulture and floriculture sectors. Only the 
cattle & calves, and the poultry sectors enjoy a higher CAGR (Aihoon et al., 2009). 
 
Figure 3: Gross Value (2004/05) and Percentage Gross Value Growth (1994/95 – 2004/05) of 
Agricultural subsectors in South Africa. 
Source: Aihoon et al., 2009, p. 8. 
In Figure 3, Aihoon’s summary prioritisation framework for strategic intervention in 
agriculture is presented, categorising the different subsectors based, amongst other 
indicators, on their potential for human development and economic growth. Fresh 
vegetables are categorised as having both high human development and economic 
growth potential although they lack competitiveness in the global market place. This 
subsector is also labour intensive, thus having significant potential to create jobs. 
High local and national demand ensures their economic growth potential. Within the 
framework of the Industrial Policy Action Plan – IPAP 2, fruits and vegetables are 
named important commodities in the agro-processing sector as both are high-value 
crops and have a large labour multiplier effect (Aihoon et al., 2009).  
The observed overall growth of the horticulture sector, as well as the high CAGR of 
vegetables and deciduous and other fruits places strong emphasis on the 
importance of the fresh produce sector in South Africa. In addition the high social 
and economic development potential and labour intensity of the sector directs 
significant interest towards smallholder farmer participation as a potential poverty 
alleviation strategy. 
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 Defining fresh produce 2.3.2.
Fresh produce is highly perishable and characterised by a variation in product quality 
and the weight-value relationship. Combined, these factors heavily affect the type of 
distribution channel and intensity in the supply chain. For the purpose of this study, 
fresh produce is mainly classified as fresh fruit and vegetables. Fresh fruits include, 
but are not limited to, deciduous, citrus and subtropical fruit, with a clear exclusion of 
fruits grown exclusively for processing, such as grapes for wine and fruits for juices. 
Fresh vegetables include all main types of root and tuber crops (carrot, onion, leek, 
beetroot, potatoes, etc.), leaf and brassica crops (lettuce, cabbage, cauliflower, 
broccoli, etc.), fruit crops (peppers, eggplant, tomato, pumpkin, etc.) and legumes 
(green peas, green beans, etc.).  
Type 
Production  in 
SA (Ton) 
Quantity traded 
at FPM (Ton) 
Average Price 
at FPM (R/ton) 
Potatoes 2.167.000 1.006.800   2.591 
Tomatoes    522.000    259.800   4.367 
Pumpkins    237.000      57.300   1.675 
Green Mealies / sweetcorn    340.000        3.800 13.452 
Onions    564.000    350.600   2.217 
Sweet Potatoes      63.000      22.100   3.045 
Green Peas      12.000           200 24.143 
Beetroot      62.000      36.800   2.824 
Cauliflower      15.000        8.000   4.252 
Cabbage / Red Cabbage    158.000    113.600   1.480 
Carrots    152.000      96.700   2.855 
Green Beans      25.000      12.200   6.617 
Other    405.000    102.700   / 
TOTAL 4.722.000 2.212.900 / 
Table 4: Production and Fresh Produce Market trade of predominant types of fresh produce in South 
Africa 
Source: DAFF, 2012 
The abstract of agricultural statistics of 2012 provides data in Table 4 on the 
predominant types of fresh produce in South Africa. It indicates the total production 
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in South Africa as well as the traded quantities and average prices at the 19 major 
Fresh Produce Markets (FPM) in South Africa for the financial year 2010/11 (DAFF, 
2012). 
2.3.3. Fresh produce supply chain analysis 
In South Africa, a supply chain of agricultural products typically involves various 
players and agents, with many farmers at the one end and consumers at the other 
(Mkhabela, 2009). Figure 4 represents a general supply chain analysis based on a 
combination of various product supply chains, commissioned by the South African 
Department of Agriculture, Forestry and Fisheries in 2011 (DAFF, 2011b). This 
supply chain analysis positions the processing of fresh produce in the supply chain, 
but makes no attempt to provide any detail. Similarly, the flow of fresh produce to the 
export market is part of the supply chain without going into any further detail. The 
focus of the supply chain analysis is on the actors and flow of non-processed, fresh 
produce in the domestic market. 
There are a number of actors in the supply chain ranging from input suppliers and 
farmers upstream the chain to the end-user or consumer all the way down the supply 
chain via various market actors,. The upstream actors are involved in primary 
production and product preparation for the market such as harvesting and primary 
packaging. Some actors may also include functions, often referred to as wholesale 
activities, such as storage and distribution. For example, when a farmer stores his 
own fresh produce and transports it to a fresh produce market himself. The 
downstream actors are involved in the marketing of fresh produce. Few of the 
downstream actors solely perform a wholesale function. Most of them are located in 
the retail environment, thus selling their fresh produce directly to the consumer. 
A brief examination of the upstream actors provides some insight into the operations 
of this part of the supply chain. However, this is less relevant here, as the focus of 
this research is on market participation of smallholder farmers. Therefore a more in-
depth analysis of the downstream actors in the supply chain follows. 
29 
 
 
Figure 4: General Supply Chain Analysis of the Fresh Produce Supply Chain in South Africa 
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The first set of actors in the chain are the input suppliers. They provide essential 
products and services to the farmers. At almost every stage of the supply chain input 
suppliers are apparent. For example, the supply of packaging material, storage 
equipment and marketing support services prevail at different stages along the 
supply chain. The supply of production inputs, such as seeds and fertilizer, is a basic 
necessity for conventional farmers to sustain their productive capacity. In addition, 
farming equipment, comprising a wide range of products and tools, enables farmers 
to maintain their productive capacity. Increased mechanisation via the use of 
advanced farming equipment is often referred to in relation to the scale of production 
and level of commercialisation by the farmer.  
Next in the chain are the farmers. They are the producers of the primary products in 
the fresh produce supply chain. As discussed previously in the typology of farmers in 
Section 2.2., there are many types of famers in a spectrum ranging from subsistence 
to commercial farmers. The depicted supply chain is relevant to all types of farmers 
operating in the fresh produce sector in South Africa. This does not mean that the 
produce of each farmer follows the same route in the supply chain. Some 
commercial farmers may produce largely for the export market, while the produce of 
some smallholder farmers might for example only be sold at the local “spaza” shop 
or to their neighbours. 
The farm-worker labour market, as an input supplier, is in general highly contested in 
South Africa. There are various strong farmer unions like TAU and the National 
African Farmers´ Union (NAFU) in the agricultural sector. However, minimum wages 
and farmer rights remain critical areas of attention (DOL, 2013).  
The harvesting of fresh produce is mainly performed and controlled by the farmers, 
while cleaning and handling, as well as quality grading and packaging can be 
performed and controlled by various parties depending on the specific product 
supply chain and flow of fresh produce in the chain. In some cases these activities 
are performed and controlled by private or public pack houses, but they can also be 
performed by the farmer directly. The level of activities that the farmer engages in, 
such as packaging, grading and storage is an indication of the level of vertical 
integration, which has a direct relationship with the integration and position of the 
farmer in the overall supply chain. 
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There are various ways in which cold storage, transportation and distribution can be 
organised in the fresh produce supply chain, mainly depending on the type of fresh 
produce being handled. There are situations whereby cold storage is less important 
as for example with fresh cabbages. On the other hand, a rather complex and 
controlled cold chain system might be needed, such as is the case with spinach or 
lettuce. In some instances, specialised equipment might be preferred, such as 
climate controlled ripening facilities for bananas.  
Transportation and distribution ranges from controlled cold chain transport by private 
or individual operators, to single “bakkie traders” (small truck) with no cold storage 
facilities. Various types of fresh produce are sensitive to transport and handling 
damage. Local road conditions can contribute to the damage risk of fresh produce. 
Notwithstanding the different product needs for cold chain systems and transport 
handling care, the fresh produce supply chain is generally sensitive to cold storage, 
transportation and distribution systems mainly due to the highly perishable nature of 
fresh produce, which directly relates to the distance from the market. 
A substantial part of fresh produce in the supply chain is destined for processing and 
the export market. This creates an extensive flow into processing and exporting, 
which directly introduces various new actors in the supply chain. For the purpose of 
this study, the focus is on fresh produce which directly enters the South African 
(domestic) market via the formal and informal markets. 
Various intermediaries interact in the domestic fresh produce market in order to 
deliver the product to the end consumer. In South Africa the national system of Fresh 
Produce Markets (FPM), large supermarkets, wholesalers and speciality shops are 
the main actors in the formal domestic market. Hawkers, street vendors, spaza or 
tuck shops and neighbourhood trade are the main actors in the informal domestic 
market. The downstream supply chain, with emphasis on all of the abovementioned 
actors, power relations, chain governance, entry barriers and participation of 
smallholder farmers, is analysed in Section 2.7. 
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2.4. Organic fresh produce and certification 
2.4.1. Fresh produce niche markets 
A general turn from mass consumption to increased qualitative differentiation of 
products is observed not only in South Africa, but practically worldwide. Under what 
is referred to as the “quality turn” by Allaire, significant focus and drive by the retail 
sector towards high quality niche markets has emerged beyond conventional price 
orientated strategies (Allaire, 2003). This translates into an increased complexity of 
quality specifications such as health, taste, environmental impact, product origin and 
various ethical issues. The main observed food quality trends, both retail and 
consumer driven, are convenience food, organic food, fair trade and local food, also 
referred to as short-chain food. These food quality trends have an impact on the 
development of the agricultural supply chain, especially related to the fresh produce 
sector, whereby product information on quality aspects, in addition to price, are 
gaining significant importance (Sauvée & Valceschini, 2003; Ponte & Gibbon, 2005).  
Nielsen argues that South Africa has a highly dualistic consumer market with a large 
number of low income or poor consumers. Food security is of major concern with 
price being the dominant driver for low income consumption. Observing food 
consumption patterns amongst middle and high income consumers provides some 
indication towards food trends in South Africa. A survey by Nielsen reveals high 
preference for indulgence, convenience and health of new food products in the 
market. It also notes the small, but growing interest in organic food and free range 
products (Nielsen, 2006).  
A niche market for local products exists in South Africa, with consumer purchase 
motives focussing on environmental and sustainability concerns. The Proudly South 
African campaign is one of the leading initiatives formulating a ‘buy local’ strategy 
with its own distinctive logo. Besides placing major emphasis on the South African 
origin of products, the initiative also puts an emphasis, though minor, on product 
quality, fair labour practices and environmental concerns (Proudly South African, 
n.d.). At the bottom of the supply chain, smallholder farmers have to respond to 
qualitative and quantitative demands expressed by consumers often in distant urban 
areas or abroad (Hauser, 2009). 
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2.4.2. Organic fresh produce 
The organic sector has experienced significant growth in recent years via a growing 
export demand, as well as via the entrance of major local retailers. The rising 
demand potentially offers a range of new market opportunities to smallholder farmers 
(Hauser, 2009). Globally, the area of land under certified organic agriculture has 
more than quadrupled over the past decade to 37,5 million ha in 2012. Organic 
agriculture is practiced in 164 countries and managed by 1.9 million farmers in 2012. 
The global sales of organic food and drinks have reached almost 64 billion U.S. 
dollars (Willer & Lernoud, 2014). 
 
Figure 5: Top 10 African countries with organic agricultural land in ha (left) and share of organic 
agriculture land in percentage (right) in 2007. 
Source: Bouagnimbeck, 2009, p. 10. 
In Africa, 33 countries are engaged in certified organic agriculture, constituting a 
share of 3 % of the total global organic production (Bouagnimbeck, 2009). Figure 5 
shows that in 2007, there was more than 50,000 ha of organic agricultural land under 
cultivation in South Africa. The total production share of organic agriculture in the 
South African agricultural sector is however marginally low, which is an indication 
that the organic sector is still under developed. Supply is highly concentrated with an 
estimate of 300 certified organic producers owning most of the 50,000 ha of certified 
land. Organic production in South Africa is dominated by large scale commercial 
farmers. Apart from some isolated cases, there is little participation by smallholder 
farmers in the certified organic sector (Mead, 2006). 
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Further down the supply chain, when looking at the market intermediaries, the sector 
appears to be firmly dominated by the supermarkets, led by Woolworths and Pick ‘n 
Pay, accounting for approximately 90 % of all organic sales in the country (Biénabe 
et al., 2011). It is noteworthy that organic consumption is highly concentrated in and 
around the metropolitan areas of Gauteng, Cape Town/Stellenbosch and Durban. In 
addition to the supermarkets, organic produce is traded on a small scale at farmers’ 
markets, health shops and occasionally via box or other schemes (Biénabe et al., 
2011). Internationally, as in South Africa, price premiums for organic tend to average 
between 20 and 40 % for organic fresh produce, with health and environmental 
concerns being the main purchase motives (Mead, 2006).  
2.4.3. Organic certification and Participatory Guarantee Systems (PGS) 
The growth of the organic sector worldwide goes hand in hand with the development 
and implementation of various standards and certification frameworks. Giovannucci 
observed an important shift in the role of standards and certification. Their role 
changed from reducing transaction costs in commodity markets to strategic tools for 
market penetration, system coordination, quality and safety assurance, brand 
complementing and product niche definition (Giovannucci, 2006). In other words, 
standards and certification frameworks capture product value for consumers, adding 
brand value, while at the same time creating barriers for new entrants into the 
market. Standards and certification frameworks are therefore often referred to in 
recent literature as a powerful new form of chain governance. 
Certification is an important part of the existence and integrity of the organic sector. 
In a broad sense, three certification systems are being used: third party certification, 
group certification and more recently PGS. When organic farmers are operating in an 
anonymous market, certification systems have been developed to show and 
guarantee to the consumer that a product has been produced in an organic way, 
according to organic standards. Certification leads to consumers’ trust in the organic 
production system and its products.  
Third party certification is described by the International Federation of Organic 
Agricultural Movements (IFOAM) as the formal and documented procedure by which 
an accredited external certification body assures that the organic standards are 
followed by the producer(s), as well as any other involved supply chain actor 
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(IFOAM, 2002). The absence of organic legislation in South Africa, in conjunction 
with considerable local demand, has led to the emergence of private third party 
certification schemes adopted by local retailers and international exporters. Besides 
international certification bodies such as Ecocert International, local bodies have 
emerged such as Afrisco and the Bio-Dynamic and Organic Certification Authority 
(BDOCA). Certification organizations raise high demands for the certification process 
and control measures. In addition, third party organic certification tends to be 
expensive, thereby prohibiting localized internal inspection and ownership of the 
organic certificate. This mainly hampers smallholder farmers from gaining and 
sustaining third party organic certification (Hauser, 2009; Katto-Andrighetto & 
Auerbach, 2009).  
The Ezemvelo Farmers Organisation in the Embo community in the Kwa-Zulu Natal 
province is a practical case in point, whereby a group of farmers obtained organic 
certification from Afrisco via external sponsoring (Darroch & Mushanyayama, 2006). 
Being resource poor smallholder farmers, they were in need of sponsoring, even for 
the annual field inspections by the certification authority. Once they were unable to 
source the needed financial support, the annual field visit was cancelled and the 
certification was lost for several years, having an immediate impact on the market 
participation, especially in supermarkets (Gadzikwa et al., 2006; Ndokweni, 2002).  
Nevertheless, substantial benefits in terms of biodiversity (Modi et al., 2006), soil 
fertility, and access to the market resulted from the adoption of organic production 
systems (Darroch & Mushanyayama, 2006). 
In line with the case of the Ezemvelo  Farmers Organisation, a majority of agriculture 
practitioners worldwide are resource poor smallholder farmers, often located in 
remote areas. A large number of these smallholder farmers implement farming 
practices that are close to organic practices (Katto-Andrighetto & Auerbach, 2009). 
Therefore, localized, affordable certification schemes have to be explored in order to 
successfully facilitate smallholder farmers’ organic certification. The overall 
agricultural production revenue by smallholder farmers is usually too low to allow a 
viable farm inspection scheme by an accredited external inspection body, as is the 
case with third party certification.  
Localized group certification schemes such as the Internal Control System (ICS) 
procedure are considered to be viable alternatives (Hauser, 2009). ICS is a 
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documented quality assurance system that allows an external certification body to 
delegate the annual inspection of individual group members to an identified body or 
unit within the certified operator. In practice this means that a growers group controls 
farmers’ compliance with organic production rules according to defined procedures. 
An externally accredited organic certification body then mainly evaluates whether the 
ICS is working well and efficiently. The evaluation is done by checking the ICS 
documentation system and staff qualifications and re-inspecting some farmers 
(Augstburger, 2004). While being a more decentralized certification system, 
challenges exist with ICS in South Africa. The scope of most ICS´s is limited to a 
particular commodity, not allowing full organic certification of the farm. Additionally, 
international organic standards are often adopted by the ICS which are not adapted 
to the local South African conditions (Katto-Andrighetto & Auerbach, 2009). 
PGS is a certification system which operates on a completely independent basis, 
without an external accredited organic certifier, as is the case with third party and 
group certification. It is a locally focused assurance system adapted to smallholder 
farmers and accessible in terms of costs and procedures (Katto-Andrighetto & 
Auerbach, 2009). The International Federation of Organic Agriculture Movements 
(IFOAM) defines PGS as a locally focused quality assurance system that certifies 
producers based on active participation of stakeholders. It is built on a foundation of 
trust, social networks and knowledge exchange (IFOAM, n.d.). PGS therefore is an 
alternative quality assurance system in relation to third party and group certification. 
According to Auerbach, PGS can facilitate access to local markets for smallholder 
farmers, if they are reasonably well organized, thus reducing the need for expensive 
third party certification processes (Auerbach et al., 2013). Practically a PGS often 
emerges when farmers participate with consumers, local civil society organizations 
and other stakeholders. A democratic organization is set-up via which the 
stakeholders decide on the organic standards and develop a verification, certification 
and record keeping procedure (Katto-Andrighetto & Auerbach, 2009).  
Currently IFOAM formally recognizes 2 PGS initiatives in South Africa, with a further 
6 initiatives being under development (IFOAM, 2014). PGS initiatives in South Africa 
include the Bryanston Organic Market, the Ntombongashi Farmer Co-operative and 
more recently, the Green Road initiative in Stellenbosch. Agri-SCIP is one of the 
initiatives currently under development to be recognized by IFOAM (Bryanston 
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Organic Market, n.d.; Haupfleisch, 2012; Hauptfleisch et al., 2011; Katto-Andrighetto 
& Auerbach, 2009). 
2.5. Smallholder farmer market participation 
Mainstream liberal economists presume agri-markets can work for the rural poor if 
the pricing mechanism is free of any impediments (Sachs, 2005). This means that 
the market needs to get the price right via the scrapping of market subsidies, taxes, 
price controls and other potential distortions. In general the argument is that free 
market based agricultural economies tend to enjoy higher economic growth and that 
over time the benefits will trickle down to the rural poor. However, markets do tend to 
fail and evidence exists that the benefits are unevenly spread amongst the chain 
actors (Jacobs, 2009). 
Smallholder farmers do have potential gains from better integration into the supply 
chain and especially from better access to markets. This however depends on a 
delicate mix of factors whereby the nature of farm output, assets and general wealth 
and the nature of the specific supply chain in which the smallholder farmer is 
participating, are critical components. In fact, many smallholder farmers produce  
little surplus for the market, with many of them being net food consuming 
households, which still buy a large part of their food rather than producing it. This 
implies that there is an overall negative effect of food retail price increases on the 
financial situation of smallholder farmer households in spite of increased commodity 
trade prices. 
The results from a census in 20011, as presented in Table 5, revealed that former 
homeland agriculture, mainly related to black smallholder farmers, has significantly 
less assets and lower production levels, than their white commercial counterparts 
(Statistics South Africa, 2001). 
High relative value of the smallholder farmers’ house in respect to the value of their 
agricultural land further supports the argument that black smallholder farmers have 
limited productive assets. 
____________________________________ 
1
 Data from the last census in 2011 were not fully available during the research period. Data from the 2011 census were only 
emerging in 2013, with agricultural data still being delayed. Furthermore, the 2006 census did not take place. Therefore data 
from the 2001 census have been applied throughout this research whenever 2011 census data were not yet released. 
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Type of farming activity 
Million SA Rand 
Former RSA Former 
homelands 
South 
Africa 
Livestock & poultry 23,711  
(98.5%) 
357    
(1.5%) 
24,068  
Cereal, tuber and root crops 288,945  
(99.3%) 
2,068 
(0.7%) 
291,013  
Vegetable crops (excluding 
tubers and roots) 
12,517  
(97.4%) 
332  
(2.6%) 
12,848  
Fruit crops 21,885  
(98.7%) 
288    
(1.3%) 
22,173  
Other farm income 43 681 724 
Table 5: Income from sale of agricultural products by type of farming activity and geographical 
location 
Source: Statistics South Africa, 2001. 
The lower production level of smallholder farmers, mainly residing in the former 
homelands, is indicated via the statistics for the sale of agricultural products by type 
of farming activity and per geographical location in Table 5. The high amount of 
‘other farm income’ of farmers in the former homelands indicates a high dependency 
of the farming household on additional income sources, next to the sales of 
agricultural products. This is an indication of the fact that smallholder farmers derive 
insufficient income from their farming activities in order to financially sustain their 
household. 
Overall the census indicates that the income from sales by farmers in the former 
homelands is marginal, ranging between 0.7 and 2.6% of the total in South Africa. 
Livestock farming by farmers in the former homelands focussed more on donkeys, 
goats, poultry and pigs, while the white commercial livestock farmer kept more beef 
and dairy cattle, sheep and horses. As an example, of the 2980 million litres of milk 
produced in 2000, only 25 million litres was from smallholder farmers of which 84.9% 
was used for own consumption. In terms of cereals and related crops, grain, 
sugarcane and potatoes are the main income generating crops for smallholder 
farmers, with a large portion being for own consumption. Similarly, with vegetables, 
most are produced for subsistence, not for income generation. When produced for 
the market, cabbage, pumpkin and spinach are most common. Mangoes, bananas, 
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avocados and litchis are the fruit crops that generated most sales by smallholder 
farmers (Statistics South Africa, 2001). 
The census also revealed that, as per the state of services and infrastructure in 
2000, the most essential services for smallholder farmers were water for irrigation 
(60.4%), telephone (44.2%) and electricity (37.0%). The overall availability of 
services and facilities for smallholder farmers is also hugely restricted in former 
homelands mostly among black smallholder farmers as shown in Figure 6 (Statistics 
South Africa, 2001; Aihoon et al., 2009). 
 
Figure 6: Availability of services and facilities to farmers in former homelands and RSA. 
Source: Statistics South Africa, 2001, p. 58. 
The participation of smallholder farmers in SA’s agricultural markets is minimal in 
most, if not all, subsectors. Market participation is however not to be considered to 
be the same as market access. Since 1994, at least in theory, smallholder farmers 
have enjoyed similar access to markets as their commercial counterparts. However 
in practice a number of barriers exist specifically for smallholder farmers.  
A 2003 survey by Makhura and Mokoena in Limpopo and Kwa-Zulu Natal indicated 
that at least 50% of the rural households were selling agricultural produce, primarily 
via direct cash sales. An average of 25%, up to as much as 50% of the produce went 
directly into the consumption basket of the household. An important finding was that 
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the few commercially orientated households were primarily engaging in high-value 
markets such as livestock and horticulture (Makhura & Mokoena, 2003). 
So in general, smallholder farmers manage to produce little marketable surplus, 
which they tend to sell directly to consumers in the informal market. Notwithstanding 
the low levels of marketable surplus, substantial participation of smallholder farmers 
in local informal markets is evident. Neighbourhood trade, local spaza shops, street 
traders and ‘bakkie’ traders form the bulk of their local supply chain linkages.  
Challenges exist where smallholder farmers are crowded out by local supermarkets 
and commercial producers who beat them on price, product range, availability and 
quality. At the same time, those smallholder farmers managing to produce a sizeable 
amount of surplus and who are more commercially orientated generally sell a large 
share via other intermediaries in the formal markets (Makhura et al., 1998). Of the 
few formal markets in which smallholder farmers’ participation is evident, fresh 
produce markets and supermarket chains are considered as the main types of 
market. Some smallholder farmers do enjoy considerable participation in a specific 
subsector via contract farming, such as canned tomatoes, wool and sugarcane. 
Local fresh produce markets, such as the Johannesburg Fresh Produce Market and 
other Fresh Produce Markets (FPM) nationwide are supplied by smallholder farmers 
although their contribution is only marginal at 2% of the total turnover at FPMs 
nationwide (NAMC, 2007).  
Smallholder farmers enjoy even less participation in fresh produce export markets. 
Only a few smallholder farmers have successfully entered the local fresh produce 
supply chain in South Africa via direct access to retailers such as SPAR, Pick n’ Pay, 
Checkers, etc. The “supermarket revolution” has significantly altered the rural 
agricultural market space, in many cases outcompeting competitors for local 
demand, mainly informal traders (Jacobs, 2009). 
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2.6.  Smallholder farmer barriers to market participation 
Mainstream neo-liberal economists argue that free-market based agriculture will 
assist the rural poor, including smallholder farmers, via its pricing mechanism 
orchestrated by the simple law of demand and supply (Sachs, 2005). The free 
market system exists not only in South Africa, but virtually in the whole world 
(Stiglitz, 2010). 
The highlighted changes in the South African agricultural sector, mainly due to 
liberalisation, globalisation and technical advancement, have created significant 
challenges for smallholder farmers. The framework presented in Figure 7 
categorises the main challenges across the agricultural sector including first 
economy commercial farmers (established and emerging) and second economy 
smallholder farmers. Classification is made according to the position in the 
agricultural supply chain with reference to challenges related to the supply side 
(upstream), demand side (downstream) and the general agri-business environment. 
Supply side challenges are mainly related to primary agricultural production and 
inputs, while demand side challenges are more market related. 
Figure 7 indicates that the basic challenges in agricultural production, across the 
sector from commercial to smallholder farmers, relate to limited availability and 
access to water for irrigation, scarcity of arable land, impact of climate change, 
increasing input costs and the impact of HIV/Aids on farm productivity levels. 
However, smallholder farmers face additional production related challenges with 
limited access to capital and input suppliers, and the poor state of the local, mainly 
rural infrastructure. This includes basic infrastructure such as roads and the 
telephone and electricity network. Access and ownership of land, overshadowed by 
the slow pace of land reform, is an additional burden for the development of 
smallholder farmers (Aihoon et al., 2009). 
It is evident that besides these production related challenges, a number of barriers 
exist for smallholder farmers to enter agricultural markets. Both supply and demand 
side challenges are interlinked and therefore influence each other. Market related 
challenges are mainly associated with poor infrastructure, ranging from non-existing 
or inaccessible local markets and storage facilities to a lack of reliable market 
information (Makhura & Mokoena, 2003). More so, high transaction costs are 
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detrimental to small scale farmers entering the market (Matungul et al., 2001). Low 
production capacity, as well as bulking and storage constraints, limit smallholder 
farmers in the regular supply of economic volumes. This results in uncertain contract 
performance with higher overall transaction costs. Increased price volatility, with few 
hedging opportunities, in turn results in a higher overall risk for smallholder farmers 
in the market place (Aihoon et al., 2009). Price shocks tend to become more 
common, with increased frequency and magnitude, in agricultural markets across the 
globe. The consequences, although unevenly spread, tend to hit hardest amongst 
smallholder farmers with the lowest wealth status (Jacobs, 2009).  
 
Figure 7: Classification of development challenges by farmer category 
Source: Aihoon et al., 2009, p. 17. 
Research in 2003 by Makhura and Mokoena provides further supportive evidence in 
highlighting a number of constraints for smallholder farmers to access markets. 
Lower bargaining power and poor power relations in the supply chain, a lack of 
market information, poor transport and road infrastructure in rural areas, rare or even 
non-existing local storage and processing facilities are some of the main barriers that 
were identified (Makhura & Mokoena, 2003). 
A growing consumer concern about food quality and safety has led to more stringent 
product standards. These standards tend to be expensive and demand high 
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maintenance in the form of record keeping and traceability, especially for high-value 
agricultural products such as fresh produce. As an example, Pick ‘n Pay adopted the 
Hazard Analysis and Critical Control Points (HACCP) and Global Good Agricultural 
Practices (GlobalGAP). Difficulties in complying with these standards significantly 
hamper smallholder farmers’ participation in some important and lucrative niche 
markets (Aihoon et al., 2009; Biénabe et al., 2011). 
While it is apparent that the agricultural activities of many smallholder farmers are at 
best on par with their social reproduction needs, development of this class is 
essential if South Africa intends to grow its emerging and commercial farming sector. 
According to Hall, rural development must therefore support both food production 
and the promotion of rural entrepreneurs who can engage in ‘accumulation from 
below’, arguing that between the poles of tiny household food security gardens and 
huge commercial farms, is a missing middle, the untapped potential of smallholder 
farmers able to produce a marketable surplus (Hall, 2009). 
Those smallholder farmers capable of producing a marketable surplus still face a 
wide range of challenges. The lack of accurate market information and physical 
access to markets are two of those challenges. They also face additional challenges 
in accessing banking and financial services. This means that most of the smallholder 
farmers never succeed beyond engaging in some local neighbourhood trade, with at 
best some ad hoc entries into the local formal and informal market. The overall 
problem is the existence of a number of barriers to entry into national, regional and 
even local markets which limit smallholder farmers in their potential 
commercialisation process. 
The South African government has initiated several agricultural programmes and 
interventions targeted at smallholder farmers, such as community food gardens, “one 
home one garden”, farmer loan and grant schemes, feeding schemes, etc. Yet, in 
reality, very little has changed for smallholder farmers in the marketplace as 
transaction costs in the rural areas remain high, constraining further development 
(Vink & Kirsten, 2003; Cousins 2007). 
A matrix developed by Aihoon & Associates (see Figure 8) classifies agricultural 
development challenges according to their relative economic and socio-political 
impact in South Africa. It further indicates the relative ability of the government to 
address these challenges. In some respects, the desired change can also be 
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facilitated by other development institutions and intermediaries outside of 
government. However they are not clearly specified (Aihoon & Associates, 2008). 
Legend: all farmers; all 1st economie farmers; all emerging economy farmers; all 2nd economie farmers 
Figure 8: Prioritization of Barriers to economic Growth and socio-political initiatives 
Source: Aihoon & Associates, 2008, p. 18. 
Looking at the specific challenges faced by second economy smallholder farmers in 
Figure 8, it is apparent that all challenges, except for inadequate basic services, are 
in the upper right quadrant. This means that they are all relatively able to change, or 
better, be mitigated via an external intervention. As the ownership of land clearly 
relates to the land reform challenge, this barrier in the first place needs to be 
prioritised by the South African government. Poor infrastructure, assets, capital and 
skills are the most important challenges hampering production levels and economic 
performance. The overall lack of access to appropriate market channels and local 
markets and the lack of appropriate support, market information and protection 
mechanisms for smallholder farmers in local, regional and national markets, 
suggests the need for alternative market systems, such as a demand driven 
agricultural market system like Agri-SCIP. Emphasis could be placed on finding ways 
to ease market access and the mitigation of risks and challenges for smallholder 
farmers, which could significantly enhance their supply chain participation and 
mitigate the existing barriers to entry. 
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2.7.  Smallholder farmer participation across various market 
actors 
The South African domestic fresh produce market is characterized by a number of 
actors in the formal and informal sector. Before looking at the level of smallholder 
farmer participation with different market actors in the fresh produce supply chain, a 
thorough understanding of the main market actors is needed. The formal sector 
mainly consists of Fresh Produce Markets, supermarkets, wholesalers and speciality 
shops. The main actors in the informal market are hawkers, street vendors and 
spaza shops. When analyzing the market actors special attention will be paid to the 
participation and potential barriers to entry for smallholder farmers. 
2.7.1. Supermarkets 
The first supermarket in South Africa was OK Bazaars in 1948. By 1999, the top five 
supermarket chains had a total of 1 763 stores and 72.1% market share.  By 2005 
they had increased their share to 77.2% with 3 019 stores nationwide. Currently the 
six major supermarket chains are Shoprite, Pick ‘n Pay, Woolworths, SPAR, 
Massmart and Metro Cash and Carry. Some of them trade under various names as 
subsidiaries and franchise stores. Shoprite for example operates stores such as 
Shoprite supermarkets, Shoprite Checkers, Usave, Sentra, 8 Till Late and Checkers 
Hyper. Although competition amongst supermarket chains is tough, they each tend 
to target different niche markets, income groups or socio-economic groups. 
Woolworths for example targets the high income market, while Shoprite targets the 
lower end of the market. Pick ‘n Pay and SPAR mainly target the middle income 
market. Some operate rather small stores, such as SPAR, while others like Pick ‘n 
Pay and Shoprite predominantly have bigger stores (D’Haese & Van Huylenbroeck, 
2005; Louw et al., 2007). 
The dominance of supermarket chains in the agricultural food supply chain was 
already highlighted in the 2001 Agricultural Strategic Plan (DoA, 2001), which notes 
that these retail chains have become large and extremely powerful in negotiating and 
determining producer prices locally and internationally. Farmers have as a result 
been at a disadvantage in price negotiations. Jacobs argues that the growth of the 
supermarkets and their movement into smaller rural towns has radically altered the 
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South African agricultural market space. Because of their economies of scale, 
supermarkets make food available at lower prices than most local market actors like 
street vendors and spaza shops. Therefore they tend to force most local actors out 
of business or into other, non-food retail segments. Rural households will benefit 
from lower prices at the supermarkets, but this will have a negative effect on their 
farming endeavours because of lower food spot prices, and potentially a decline in 
local demand (Jacobs, 2009). 
A more nuanced understanding of the supermarket´s fresh produce procurement 
practices and policies indicates a split between centralised and de-centralised 
supermarket chains (The Presidency, 2010). Centralised supermarket chains are 
large supermarkets mainly serving high and middle income groups. Via their 
centralised procurement system they focus on reducing transaction costs and high 
chain efficiency. In addition, a range of quality, safety and health related standards 
exist. Centralised supermarket chains tend to move away from spot market prices, 
by installing vertically integrated supply chains using supply contracts and strategic 
alliances. Supply contracts with farmers strictly dictate volumes, grades, standards 
and payment details amongst other factors. Some supermarket chains have 
completely outsourced their fresh produce procurement to a contracted firm via a 
strategic alliance. Shoprite and Pick ‘n Pay use their own fresh produce sourcing 
companies, such as Freshco. With specialised storage and distribution centres they 
centrally source from contracted farmers and suppliers and internally distribute to 
their individual outlets. Separate, once-off transactions by scattered, inconsistent 
producers tend to increase transaction costs and lower chain efficiency. Therefore 
they are not considered as preferred suppliers.  
De-centralised supermarket chains, also referred to as localised supermarket chains, 
operate on a different kind of procurement system. SPAR and Fruit ‘n Veg are 
generally considered to operate on the basis of a more de-centralised procurement 
system. In most cases the individual stores tend to have more control over their 
procurement practices and policies, with generally less stringent standards and 
measures as a result.  
The generally observed move towards vertical integration in the agro-food supply 
chain has influenced the procurement practices and policies for fresh produce by 
supermarkets. Supermarket chains are shifting from sourcing off spot markets, such 
47 
 
as the Fresh Produce Markets, to supply contracts and procurement via specialised 
companies and contractors (Louw et al., 2008). Woolworths for example procures 
fresh produce from a few preferred producers, which all have been meticulously 
screened. Shoprite regulates procurement via a fresh produce category manager, 
while Pick ‘n Pay procures from preferred suppliers, supplemented by the FPM. In 
cases where supermarkets procure directly from producers, it is apparent that more 
sensitive product lines such as for example spinach, lettuce and tomatoes are 
preferred because the post-harvest treatment is critical. But this only happens if it 
doesn’t have a negative impact on transaction costs and chain efficiency. 
Supermarket participation by smallholder farmers 
The procurement practices of supermarkets have an impact on farmers, especially 
on the participation of smallholder farmers. Which food types are bought, where, 
from whom and at what price, affects the fresh produce supply chain as a whole.  
The procurement practices of supermarket chains tend to be rather complex and 
influenced by many factors (Louw et al., 2004). Economic factors such as transaction 
costs, payment periods and increased efficiency in the supply chain are important. 
Non-economic factors such as long term trust based relationships and ethical trade 
requirements are also important when determining their procurement practices and 
policies. Strict procurement requirements in terms of volumes, quality, food safety, 
consistency and year round supply make it difficult for smallholder farmers to supply 
supermarkets.  
Supermarkets also tend to shift costs to the farmers by insisting that the latter 
undertake value adding processes such as packaging and bar-coding (Louw et al., 
2007). This requires a significant capital investment and compliance with expensive 
and rigorous quality and health standards. Therefore, value adding requirements act 
as barriers to entry for many smallholder farmers.  
Many barriers for smallholder farmers exist in the procurement practices and policies 
of centralised supermarket chains. The lack of economies of scale by smallholder 
farmers does not allow them to enter into supply contracts with centralised 
supermarket chains. The lack of appropriate information and communication 
technology, storage and logistical infrastructure generally prevents smallholder 
farmers from participating in centralised supply chains. Even when dealing with 
supermarkets that handle a more de-centralised procurement system, there are 
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specific barriers for smallholder farmers, mainly in the form of product quality and 
health standards and value adding requirements such as packaging and bar-coding. 
The issue of delayed payments by supermarkets also puts smallholder farmers 
under unsustainable financial pressure. 
In general smallholder farmers face a number of specific barriers when marketing 
their fresh produce to supermarkets in the face of vertically integrated, centralised 
chains and stringent procurement requirements, often contract based, even in de-
centralised supermarket chains. Product volumes (quantity), product quality, grading, 
supply and quality consistency, product standards (quality, health and safety), 
packaging and handling (e.g. bar-coding) and market information pose significant 
barriers to market participation for smallholder farmers in the South African 
supermarket chains. 
2.7.2. Fresh Produce Markets 
As early as 1967, the Department of Agriculture introduced a system of Fresh 
Produce Markets (FPM). Four large markets were established in Durban, 
Johannesburg, Cape Town and Pretoria respectively. Medium size markets where 
introduced in Bloemfontein, East London, Pietermaritzburg and Port Elizabeth. Six 
smaller markets were established in Kimberly, Klerksdorp, Springs, Uitenhage, 
Vereeniging and Welkom. At that time these fourteen markets were under state 
control. Over the years the Uitenhage and Cape Town Fresh Produce Market 
became privately owned and a new market was established in Witbank (NAMC, 
2002). 
With the disbanding of the agricultural marketing boards, all the FPMs operated 
under the free market system. As of 2012 there are 18 FPMs with the Johannesburg 
fresh produce market being the largest. The four biggest FPMs in the country jointly 
represent approximately three quarters of the total turnover of all FPMs. Up until the 
early 2000s, the FPMs were dominant players in the national, regional and local 
fresh produce supply chain. In those years they consistently handled more than half 
of all the domestic fresh produce in the country. In 2005 for example they still 
handled about 50% of all vegetable and 20% of all fruit trade in the formal sector. 
Table 6 provides an overview of total turnover and volumes handled at the various 
FPMs in 2005/2006. However recent statistics from Madevu et al. (2009) indicate a 
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downward trend in the turnover at the smaller FPMs in the country. Overall FPMs still 
play an important, but diminishing, role in the South African fresh produce supply 
chain (Madevu et al., 2009; NAMC, 2007). Figure 9 indicates the market share of the 
various fresh produce markets in South Africa in 2010. 
 
Table 6: Total turnover, volume handled and rand per ton at the FPMs in 2005/2006 
Source: NAMC, 2007, p. 10. 
A report on fresh produce marketing in South Africa by the National Agricultural 
Marketing Council in 2001 provides more information on the operations of FPMs in 
the country. The markets operate on an out-of-hand sales system. The price is 
determined through private negotiations between agents and buyers. Agents act on 
behalf of producers, who are not allowed on the market floor to sell their produce to 
potential buyers directly. The number of agents allowed in the market is limited and 
strictly controlled by the market master. Prevailing prices at the FPMs are often the 
point of reference for fresh produce trade in other markets. (NAMC, 2001). 
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Figure 9: Market share of various FPMs in South Africa in 2010 
Source: DAFF, 2010, p. 4. 
Market agents, at the JFPM for example, work on a commission basis of 5% to 7.5% 
on the gross sales value. On top of that the market charges a fixed 5% commission 
for managing and maintaining a competitive marketing system and infrastructure that 
makes fresh produce trading possible. This includes, amongst others, the 
computerised sales system, cash collections, cleaning and security. All the produce 
traded at a FPM remains the property of the producer at all times. At no stage will 
the market nor the agent become the owner of the produce. This implies that if sales 
fail, meaning no willing buyer can be found at the market, regardless of the price 
negotiations, the producer will carry the loss. In order to reduce the risk of spoilage, 
cold storage facilities are for rent at the market.  Produce also needs to be packaged 
properly by the farmer or supplier according to a number of product specific criteria. 
Marking and labelling requirements for the produce are formulated by DAFF. 
Producers need to ensure that their packaging material is marked clearly and legibly 
(Joburg Market, 2009). 
Participation by smallholder farmers in the FPM 
A review of some statistics on participation by smallholder farmers in the fresh 
produce markets indicated that since the early 2000´s not much has changed as 
participation is still very low. Estimated sales volumes of smallholders and their 
BBBEE (Broad-based Black Economic Empowerment) market agents are at a 
meagre 2% of the total at the JFPM and only 1% on FPM´s nationwide. Smallholder 
farmers who do sell their produce on fresh produce markets often do not receive the 
51 
 
best price, presumably because of quality standards and quantity constraints 
(Aihoon et al., 2009). 
Despite the low level of participation, positive efforts for an increased participation by 
smallholder famers in the Vhembe District in Limpopo province have been made by 
the JFPM in recent years. By providing the BBBEE market agents with better training 
on how to convey market information to smallholder farmers and a decentralised 
pack-house and grading facility, smallholder participation at the JFPM has been 
stimulated (Jacobs, 2009). The Johannesburg fresh produce market website claims 
that “dealing with the informal sector is one of the specialities of the Joburg Market. 
Informal sector entrepreneurs receive training on how to use the Market through the 
market floor facility. The informal sector and urban entrepreneurs are also supported 
with a programme to obtain financing for their businesses” (Joburg Market, 2009). 
Any producer, including smallholder farmers, who wants to market their fresh 
produce at a FPM must utilize the services of a market agent. So every new 
producer must identify an agent and engage their services. Although agents are 
required to treat each producer equally, the system is prone to preferential treatment 
of bigger producers, as the sale of a large consignment is simply more attractive to 
an agent than to find a buyer for a small lot, potentially even of a lesser quality, from 
a smallholder farmer. Agents also seem to adopt a ‘take it or leave it’ attitude 
towards small traders during price negotiations. Smallholder farmers are, besides 
taking the price risk, bearing the financing costs as they only receive payment when 
the agent has managed to sell their produce. Agents also deduct a pre-negotiated 
commission fee as a percentage of sales revenue on top of the fixed market 
commission, which reduces the farmer´s income (NAMC, 2001). 
Smallholder farmer participation in the FPMs is often hampered by a lack of proper 
transportation. Many of them farm a long distance from the market. Poor road 
infrastructure in some rural areas in the country reinforces this challenge. In some 
cases poor levels of education amongst smallholder farmers pose a lack of capacity 
to interpret market information in light of making the correct business decisions. This 
also often weakens the bargaining position of the smallholder farmer during price 
negotiations with an agent (NAMC, 2002). 
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2.7.3. Hawkers, street vendors and spaza shops 
Hawkers, street vendors and spaza shops are part of the informal market and 
common across the South African fresh produce supply chain. Mainly sub-tropical 
fruits are traded at these informal markets, predominantly by female traders. Most of 
the fruits are bought in rather large volumes at nearby formal markets such as 
supermarkets and wholesalers, or even directly from the FPM. A mix of transport 
modes is used by the informal traders ranging from own transport to the use of public 
taxis. Transport from the formal to the informal market is often organised by 
hawkers. Of the few statistics available on hawkers and informal traders, a study by 
SatsSA in 2002 indicated an annual total turnover of SAR 2.62 billion in the informal 
sector, although not from fresh produce alone (Jacobs, 2009; Madevu et al., 2009). 
A study by Van Rooyen in 1997 on the informal markets in Kagiso and Orange Farm 
provides more insight on the operations of the informal market. Informal traders tend 
to keep their prices as constant as possible in order to avoid clashes with their 
customers. Numbers and size are often used to determine prices instead of 
operating on a product weight to price ratio basis. Informal traders often get their 
bulk supply from fresh produce markets and wholesalers if in near proximity. 
Farmers do supply the informal market directly, but seemingly to a lesser degree. 
Informal traders tend not to be loyal to their suppliers, as they are always searching 
for the best deal (Van Rooyen et al., 1997). Because of some fundamental shifts in 
the food system in the last decades, such as for example the supermarket revolution 
and market liberalisation, it is uncertain if the informal sector has remained 
unchanged. 
Smallholder farmers only supply a limited range of fruits to the informal market in 
rather low volumes. The fruits they supply are mainly easy to cultivate, indigenous 
varieties such as mango, avocado and banana. For informal traders such as 
hawkers, street vendors and spaza shops to procure more produce from smallholder 
farmers they have to compete on price with the nearby formal markets. More so, 
their lack of transport and cold storage facilities provides an additional barrier as 
informal traders are under pressure to sell due to the rapid deterioration of the fresh 
produce on display often forcing them to sell at a huge discount or even at a loss 
(Jacobs, 2009).  
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2.8. Critical factors for smallholder farmer market participation 
The literature review of the fresh produce supply chain and some of its specific 
market actors has indicated the existence of a number of barriers to entry into the 
fresh produce market in South Africa, which have an impact on the participation of 
smallholder farmers. Darroch & Mushayanyama (2006) tested 20 key factors by 
principal components analysis for the Ezemvelo Farmers Association at Umbumbulu 
on the south coast of KwaZulu-Natal. The research found that responses varied 
between men and women and between older and younger farmers. The farmers 
listed as top constraints: uncertain climate, tractor not available when needed, delays 
in payment from pack-house and inputs not being available at affordable prices.  
Some key conclusions of the principal components analysis were that there is a lack 
of market information and market power, crop production expansion constraints, and 
lack of liquidity, while key informant Prof Albert Modi listed the lack of cold storage 
facilities as a critical constraint. 
The barriers to entry for Agri-SCIP smallholder farmers are diverse in nature and 
vary for the different supply chain actors. In terms of market participation related 
barriers for smallholder farmers, a number of critical factors are identified in the 
literature review. Each critical factor relates to a specific set of barriers to entry. 
Grouping them into critical factors allows for a more thematic and concise approach 
towards the analysis of the challenges regarding market participation of smallholder 
farmers in the fresh produce supply chain. As a result, five critical factors have been 
identified out of the literature review and project experience. 
The first critical factor is transport and distance to markets related to the physical 
distance to the market. The second critical factor is product quality which also relates 
to product standards and packaging. The third critical factor is product quantity 
relating to the production volumes, consistency and variety of supply and access to 
storage facilities. The fourth critical factor is the relationship between the seller and 
buyer. The related barriers to entry are mainly the supply chain power relations, type 
of trade agreement and trade price. The last critical factor relates to barriers to entry 
due to a lack of, or inaccurate market information. 
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Critical factor 1: Transport and distance to markets 
Transport is an important factor in market participation for smallholder farmers. The 
limited physical access to markets and poor availability of logistical infrastructure 
were highlighted by Aihoon as a barrier for smallholder farmers (Aihoon & 
Associates, 2008). In analysing the barriers to entry into FPM´s related to transport, 
a report by the NAMC highlighted that smallholder farmer participation is hampered 
by a lack of proper transport facilities as many of them are a long distance away from 
the market (NAMC, 2002). In order to participate in a local, regional or national 
market, a farmer needs to have physical access to that particular market, either 
directly or via an intermediary. This implies either having own transport or a cost 
associated with the hiring or contracting (outsourcing) of a transporter. The distance 
to a particular market and the mode of transport have an impact on the cost of 
transport. Transport by foot or bicycle will be rather cheap, but very time consuming 
and labour intensive, with the implication that the market needs to be near to the 
farmer in order for this mode of transport to be applicable. Walking and cycling 
generally only allow transportation of low volumes. Motorised transport will allow the 
farmer to target more distant markets and supply larger volumes, but implies a 
higher cost. 
Makhura and Mokoena (2003) argue that poor transport and road infrastructure is a 
constraint for smallholder farmers to access a market. The traffic network and 
especially the condition thereof, has an additional impact on the cost of transport, as 
well as the time of travel. A bad road network (e.g. dirt roads, bad road connections 
or traffic congestion) can imply a higher travel time, more frequent vehicle services 
and even costly break-downs. All of these result in a higher cost of transport. 
Critical factor 2: Product quality 
Every market actor demands a certain quality specific to its own needs. Quality 
requirements can create a barrier to entry for smallholder farmers. Makhura et al., 
(1998) argue that there are situations whereby smallholder farmers are crowded out 
by local supermarkets and commercial producers who beat them on various aspects 
such as product quality and supply consistency. Freshness is a key driver for product 
quality in the fresh produce sector. Next to this, grading is a practice commonly used 
to indicate product quality. Size and weight are the predominant factors used to 
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determine the grade. Product specific factors might be added in the grading process, 
such as for example the shape and colour of the fresh produce.  
In addition, the growing consumer concern about the quality and safety of fresh 
produce has led to more stringent product standards beyond mere freshness and 
grading. Aihoon and Biénabe (2011) argue that smallholder farmers have difficulties 
in complying with product and health standards, which significantly hampers their 
market participation. Fresh produce standards often refer to the applied production 
practices and conditions (e.g. organic), the origin of the produce or the labour 
conditions during the production process and pricing system (fair trade). General 
health standards, like HACCP, indicate the use of appropriate health standards 
during the production process, storage and distribution of the product. Most 
standards tend to be rather expensive when organised via third party certification.  
Often high maintenance from the farmer in the form of record keeping and 
traceability is required, especially for high-value agricultural products such as fresh 
produce.  
Packaging and in certain cases also barcoding, whilst not directly related to the 
quality of the product itself, are considered to be quality aspects of fresh produce. 
Louw et al., (2007) argues that supermarkets often tend to shift costs to smallholder 
farmers by insisting that the farmer undertakes packaging of the produce. Therefore 
packaging requirements can become a barrier to entry in specific markets for 
smallholder farmers. Depending on the type of fresh produce, various forms and 
types of packaging are considered appropriate. Often stringent health regulations 
have to be taken into account when packaging a product. In general, the packaging 
of fresh produce should be functional, and aimed at keeping the produce fresh for as 
long as possible. 
Critical factor 3: Product quantity 
It is important for any farmer to produce regular and consistent volumes, often for a 
variety of products. Aihoon et al., (2009) argues that the low production capacity of 
smallholder farmers limits them in the regular and consistent supply of economic 
volumes, which results in higher transaction costs when entering markets. In the 
case of smallholder farmer participation in supermarkets, Louw (2007) argues that 
the lack of economies of scale (low production capacity) doesn’t allow smallholder 
farmers to supply most supermarkets. When looking at the FPM´s, a report by the 
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NAMC (2001) indicated that the FPM market system is prone to preferential 
treatment of producers supplying large consignments of fresh produce. The low 
production capacity of smallholder farmers therefore poses a barrier to entry into 
specific market channels of the fresh produce supply chain. 
When looking at market participation and barriers to entry related to product quantity, 
access to proper storage facilities becomes an issue. Makhura and Mokoena (2003) 
argue that smallholder farmers face a challenge regarding market participation due 
to non-existing or inaccessible storage facilities. Storage is important for a 
smallholder farmer when participating in high volume markets. Proper storage 
facilities also give smallholder farmers a tool to speculate on product prices, which 
enables them to move away from simply being price-takers during trade 
negotiations. Smallholder farmers will therefore gain a stronger position in the fresh 
produce supply chain. This is not possible for all types of fresh produce, but overall, 
access to proper storage facilities can be an important factor in advancing 
smallholder farmer market participation, especially in high volume markets. 
Critical factor 4: Buyer seller relationship 
This factor emphasises the relationship between the farmer and other actors in the 
fresh produce supply chain willing to buy fresh produce. The buyer seller relationship 
is, next to the forces of supply and demand, influenced by the power-relations in the 
supply chain. Makhura and Mokoena (2003) note that lower bargaining power and 
poor power relations in the fresh produce supply chain pose a barrier to entry for 
smallholder farmers. Not all the supply chain actors have the same position when 
entering in trade negotiations. Although the fresh produce market is regulated by the 
free-market forces, negotiations arguably never really happen on a level playing 
field. 
Price is a very important factor influencing trade negotiations. Paying attention to the 
power relationship between the trading parties, in a worst-case scenario the farmer 
will be a price-taker, having very little to no bargaining power during price 
negotiations. Aihoon (2009) argues that smallholder farmers often do not receive the 
best price at FPM´s. This is supported by a report from the NAMC (2001), which 
indicated that agents at the FPM often adopt a ‘take it or leave it’ attitude towards 
smallholder farmers during price negotiations. 
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In addition there are a number of potential barriers to entry for smallholder farmers 
into specific channels of the fresh produce supply chain due to the buyer-seller 
power relationship when looking at the financial implications. The deduction of a pre-
negotiated commission fee for the market agent, as a percentage of sales revenue 
and a fixed commission for use of the trade facilities at the FPM´s, reduces the 
farmer´s income. An NAMC report (2001) further notes that smallholder farmers also 
bear the financing cost at the FPM as payment is only received when the agent 
managed to sell their fresh produce. Louw et al., (2007) argue that there is an issue 
of delayed payments by supermarkets which puts many smallholder farmers under 
unsustainable financial pressure. 
Farmers are also influenced by the type of relationship in which the buyer wants to 
engage. This, amongst other possible agreements, refers to supply contracts. These 
contracts specify the legal farmer-buyer relationship, which strictly controls and 
dictates the terms of trade between both partners. Trade in the fresh produce sector 
ranges from trust based or “handshake” agreements, mainly in the informal sector, to 
legal supply contracts and exclusive trade agreements, mainly in the formal sector. 
Aihoon et al., (2009) argues that the low production capacity of smallholder farmers 
often results in uncertain contract performance, with overall high transaction costs. 
This is supported by Louw et al., (2007) who argues that the lack of economies of 
scale of smallholder farmers does not allow them to enter into supply contracts with 
supermarkets. Uncertain contract performance therefore poses a barrier to entry in 
certain markets, especially when the buyer favours longer term or large consignment 
supply contracts. 
Critical factor 5: Market information 
Access to market information is important for any farmer in order to be able to 
operate successfully in the fresh produce market space. Makhura and Mokoena 
(2003) argue that a lack of reliable market information, amongst others, is a market 
related challenge for smallholder farmers.  Aihoon and Associates (2008) also 
indicate that inadequate access to market information is a barrier for market 
participation by smallholder farmers. Market information needs to be accurate, 
timely, up-to-date and subjected to a continuous process of feedback, up-date and 
analysis. A smallholder farmer needs to know which produce, existing and potential 
trade partners and customers demand. Only in that way can he arrange his 
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productive capacity to try and accommodate the market. Similarly, knowing how and 
when buyers and customers want the fresh produce in terms of packaging, delivery 
times, the operation of the procurement system, the type of trade agreement, etc. is 
essential information for any farmer who wants to enter into a beneficial trade 
agreement. 
Farmers benefit from having many different trade partners and access to appropriate 
market information will enable smallholder farmers to track down willing buyers. 
However, Aihoon and Associates (2008) note that inadequate focus on tapping new 
markets is an important barrier for smallholder farmers. Access to information is 
often facilitated by access to telephone and internet. A survey by Statistics South 
Africa (2011) highlighted that in rural areas, where most smallholder farmers reside, 
essential services like telephone and electricity are often lacking. As a result 
smallholder farmers encounter a barrier to entry in certain markets due to a lack of 
information. 
2.9. Conclusion 
Overall, the literature review indicated that over the years, mainly post-apartheid, 
many efforts have been made to improve the market participation of smallholder 
farmers in the South African fresh produce supply chain. However, a critical review 
of the literature has highlighted that many barriers to entry for smallholder farmers 
still exist. The barriers to entry have been categorised as five critical factors, namely 
transport and distance to markets related barriers, quantity related barriers, quality 
related barriers, buyer-seller relationship related barriers and market information 
related barriers. 
An opportunity lies in the development of alternative pro-poor marketing schemes, 
which have the potential to overcome some of the identified barriers to entry for 
smallholder farmers. The Agri-SCIP test case, a demand driven alternative 
marketing scheme in Kwa-Zulu Natal, potentially offers a route to overcome some, if 
not all, of the identified barriers to entry for smallholder farmers in the fresh produce 
supply chain. The introduction of a PGS as an alternative quality control system 
plays a pivotal role in the operations of the test case. 
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The next chapter outlines the methodology of the research. It starts off with an 
overview of the Agri-SCIP test case. The research will then gather empirical data 
focussing on the five critical factors for market participation by smallholder farmers. 
Analysis of the empirical data will then inform the conclusion and recommendations 
of the research. 
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CHAPTER III: RESEARCH METHODOLOGY 
 
Many agricultural development interventions in South Africa focus on poverty 
alleviation via improved household food security. Far fewer apply a more holistic 
approach, aiming at an integration of smallholder farmers into the fresh produce 
supply chain. Overall, successful agricultural development interventions focus on the 
availability and investment in skills, natural resources, capital, assets, technology 
and markets. Market participation is a key aspect in the sustained agricultural 
development of smallholder farmers in South Africa. This research focuses on the 
effectiveness and impact of a specific intervention targeted directly at improving the 
market participation of smallholder farmers in the fresh produce supply chain in 
South Africa, namely Agri-SCIP. A review of this alternative market model will 
provide some insight into the impact on smallholder farmer market participation. 
A literature review was used in Chapter II to gain an understanding of the agricultural 
sector in South Africa from the early 1900s up to the post-Apartheid period in which 
we find ourselves. The literature research was performed from January 2013 until 
June 2014. The typology of farmers defined the remit of smallholder farmers in the 
South African context. Selected literature then informed the supply chain analysis, 
including a review of the organic sector and certification schemes amongst which 
PGS is considered to be important as it is applied in the test case. The focus of the 
supply chain analysis was on the actors and flow of non-processed, fresh produce in 
the domestic market. The aim was to identify the chain systems, such as price 
setting and information flow, and the main chain actors, including their function, roles 
and relationships, chain leadership and power relations. 
Further literature was selected to review the market participation by smallholder 
farmers in the fresh produce sector, with an analysis of the main supply chain actors. 
The review highlighted specific barriers to entry in the fresh produce market for 
smallholder farmers, which resulted in a set of five critical factors for smallholder 
farmer market participation. The five critical factors are transport and distance to 
markets, product quality, product quantity, the buyer-seller relationship and market 
information. 
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3.1. Research question 
Agri-SCIP, as the selected test case, intends to provide solutions to the existing 
barriers to entry for smallholder farmers in the fresh produce supply chain. A basic 
assumption of the Agri-SCIP test case is that smallholder farmers will have improved 
participation in the fresh produce supply chain when some of the potential barriers to 
entry are shifted to a collectively owned marketing co-operative. 
In order to test the main research hypothesis, it is necessary to validate the level of 
market participation by smallholder farmers in the Agri-SCIP fresh produce supply 
chain. Therefore a review of the Agri-SCIP test case is performed in Chapter IV. The 
methodology of the test case review is defined here. Agri-SCIP is presented as an 
alternative market model and the review focusses on its unique supply chain. An in-
depth analysis of the key operations, such as PGS, the procurement system, pricing 
and marketing was performed to gain a better understanding of Agri-SCIP and more 
in particular to gauge the impact on the market participation by smallholder farmers 
in relation to the five critical factor as identified in the literature review. This resulted 
in five secondary research questions underlying the main research hypothesis. 
The main hypothesis of the research is that smallholder farmer market participation 
in the fresh produce supply chain will improve when potential barriers to entry are 
shifted to a collectively owned marketing co-operative. The forthcoming main 
research question is: Could a collectively owned marketing co-operative enable 
improved smallholder farmer participation in the fresh produce supply chain by 
mitigating some of the barriers to entry? 
The secondary research questions are as follows: 
I. Could smallholder farmer participation in the fresh produce supply chain 
improve when barriers to entry related to transport and distance to markets 
are shifted to a collectively owned marketing co-operative? 
II. Could smallholder farmer participation in the fresh produce supply chain 
improve when barriers to entry related to product quality are shifted to a 
collectively owned marketing co-operative? 
III. Could smallholder farmer participation in the fresh produce supply chain 
improve when barriers to entry related to product quantity are shifted to a 
collectively owned marketing co-operative? 
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IV. Could smallholder farmer participation in the fresh produce supply chain 
improve when barriers to entry related to the buyer-seller relationship are 
shifted to a collectively owned marketing co-operative? 
V. Could smallholder farmer participation in the fresh produce supply chain 
improve when barriers to entry related to market information are shifted to a 
collectively owned marketing co-operative? 
The research methodology was designed in order to gather empirical data, based on 
specific research methods in order to test the validity of the market participation by 
smallholder farmers in the Agri-SCIP test case. The review of the Agri-SCIP test 
case in Chapter IV provides a first analysis of the market participation by smallholder 
farmers in the Agri-SCIP supply chain. The validity of the Agri-SCIP review was 
tested using empirical data gathered via a semi-structured interview and a 
questionnaire. Both research methods were based on the critical factors for market 
participation by smallholder farmers, as identified in the literature review which are 
further detailed in Section 3.2. and 3.3. of this chapter respectively.  
Triangulation has been used to support the research validity and is therefore an 
integral part of the methodology. This means that in order to gather the empirical 
data, a combination of qualitative and quantitative research methods, and historical 
and empirical data sets are being used. As the research has a considerable socio-
economic character, a combination of quantitative and qualitative research methods 
and various types of data sets is appropriate (Terre Blanche et al., 2008; Kothari, 
2004). Historic test case data and empirical data from interviews with key informants 
and a questionnaire amongst smallholder farmers have been used in this research to 
triangulate data from various perspectives. 
All the empirical data was gathered in the period from August 2013 to December 
2013. The data collection by means of a questionnaire and interviews was subjected 
to an ethical clearance under the scrutiny of the Nelson Mandela Metropolitan 
University Ethics Committee. Research participants were asked for their written 
consent prior to their participation, as well as for their approval of the dissemination 
of the results. All participants in the research have been assured that their identity 
will not be revealed in any discussion, description or scientific publication. 
Participation is assured to be voluntary and free of impediments due to language or 
social status related barriers. The questionnaire was available in isiZulu and English 
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and the interviews were conducted both in English and isiZulu as per the preference 
of each individual participant. The interviewer, who was also the facilitator of the 
questionnaires, is a senior management staff member of SDC, Mr. Mthetho 
Mkhungo. He is the head of programmes at SDC, with a track record in community 
development and facilitation and is fluent in English and isiZulu. His capabilities and 
experience are in accordance with the general standards for research conduct in the 
social sciences and ensures that the interviewees and participants in the 
questionnaire are comfortable and free of impediments, in a serene environment, 
with respect for their viewpoints, privacy and confidentiality (Terre Blanche et al., 
2008). 
The wider research population under reference for the data collection is directly 
related to the Agri-SCIP test case. Refering to Agri-SCIP test case beneficiaries 
includes all the smallholder farmers participating in the Agri-SCIP, as well as the 
agri-marketing co-operative staff and its board of directors. Via the PGS, customers 
are considered Agri-SCIP stakeholders and are therefore also part of the research 
population. Furthermore, project staff, management and the board of directors of 
SDC are considered part of the research population. For each specific research 
method that was applied, a clearly defined part of the research population was 
targeted and a specific sampling method was used. By targeting Agri-SCIP 
beneficiaries and stakeholders directly, empirical data related to the set of critical 
factors for markets perception by smallholder farmers in the Agri-SCIP supply chain 
were collected. 
Finally, the research is concluded with an evaluation of the main hypothesis based 
on the Agri-SCIP review and results from the data analysis in Chapter VI. The 
market participation by smallholder farmers in the Agri-SCIP test case was critically 
analysed and evaluated according to the secondary research questions. In light of 
the limitations of the research, which are highlighted in detail in Chapter III Section 
3.4., potential areas for further research are identified. 
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3.2. Agri-SCIP test case review 
Case study research is widely used in organisational studies, as well as in the social 
sciences. It has gained significant importance and is considered a rigorous research 
approach (Robson, 2002; Hartley, 2004). The case study review in Chapter IV is 
intended to provide a detailed investigation of the processes within the practical 
context of the Agri-SCIP test case. More so, the focus of the review is on the specific 
Agri-SCIP fresh produce supply chain as an alternative marketing model. The 
systems and processes, as well as the organizational structure and dynamics are 
key aspects of the review. The position and impact of the test case on the 
participation of smallholder farmers in the Agri-SCIP fresh produce supply chain was 
thoroughly analysed in order to perform an analysis of the secondary research 
questions based on the five critical factors for smallholder farmer market 
participation. The validity of the analysis of the five secondary research questions 
was tested later on in the research, based on the empirical data collected via the 
questionnaire and semi-structured interview. 
The Agri-SCIP test case review in Chapter IV was performed using all available 
historical literature and data. As such, no empirical data was collected and used for 
the test case review in Chapter IV. The available literature and data was almost 
exclusively sourced from the SDC and the agri-marketing co-operatives.  
For the analysis of the operations of the agri-marketing co-operative in Chapter IV 
Section 2, sales records and an overview list of the sales outlets from the Hibiscus 
Coast agri-marketing co-operative were used. The data were derived directly from 
the bookkeeping system (Pastel Business Accounting) of the co-operative and 
extracted in an Excel spreadsheet. The data was filtered in the Excel spreadsheet to 
derive information on the sales outlets of the co-operative.  
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3.3. Questionnaire 
The main purpose of the questionnaire was to gather empirical data on the market 
participation by smallholder farmers in the Agri-SCIP supply chain. An analysis of the 
questionnaire data was performed to test the hypothesis regarding market 
participation by smallholder farmers in the Agri-SCIP test case based on the set of 
critical factors as determined in Chapter II, Section 2.8. 
Three types of closed questions were used in the questionnaire, namely 
dichotomous, scaled and multiple choice questions. Dichotomous questions were 
based on two possible answers, either yes or no. Scaled questions were used to 
capture gradations of opinion and perception. Multiple choice questions were used 
whereby pre-selected answers were provided and a single answer or multiple 
answers could be selected. The questionnaire was piloted on 10 participants, part of 
the full sample size. This pilot was done to identify possible errors in the 
questionnaire before conducting the full sized sample (Kothari, 2004; Terre Blanche 
et al., 2008). 
The population under reference for the questionnaire was all the smallholder farmers 
participating in the Agri-SCIP test case. The sampling unit was the individual 
smallholder farmer identified according to the literature review in Chapter II Section 
2.2. The total population in the Agri-SCIP test case was 269 smallholder farmers.  
Random selection within a framework of stratified sampling was used as the 
sampling method for the questionnaire (Kothari, 2004). This means that first a 
framework, consisting of different strata or sub-groups, was derived from the 
population via the stratified sampling method. The sub-groups were identified 
according to the geographical areas in which smallholder farmers (the sampling unit) 
reside according to the Agri-SCIP test case review in Chapter VI Section 4.1. This 
resulted in seven sub-groups referring to different geographical areas: Gcilima, 
KwaNzimakwe, Nositha, Mvutshini, Malangeni, Amahlongwa and Danganya. Within 
each specific sub-group, random sampling was applied. Each individual sampling 
unit had an equal and independent chance of being selected via the random 
sampling method. 
The sampling error was based on the applied sampling method. The confidence 
interval of the results, indicating the acceptability range of the results, was kept at a 
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maximum of 10%. A confidence level of 95% was applied, indicating the likelihood by 
which a true percentage of the population would pick an answer that lies within the 
confidence interval. Based on the total population of 269 smallholder farmers, with a 
95% confidence level and 10% confidence interval, a minimum sample size of 71 
smallholder farmers was required (Kilian, 1998; Terre Blanche et al., 2008). 
The questionnaire was set-up in three parts and questions were based on the set of 
critical factors for market participation for smallholder farmers in the Agri-SCIP 
supply chain. The English version of the questionnaire is attached in Appendix III of 
the research report for reference. The first part of the questionnaire contained 
multiple choice questions with only one possible answer, concerning general 
information about the participant and their socio-economic status. The second part of 
the questionnaire consisted of a mix of dichotomous and multiple choice questions, 
which were categorised in five sections according to the set of critical factors: 
transport and distance to markets, product quality, product quantity, buyer-seller 
relationship and market information. The third part of the questionnaire consisted of 
a single scaled question, gauging the confidence of the participant regarding the 
participation in the general fresh produce supply chain. 
The questionnaires were conducted in group sessions. The sessions were facilitated 
by Mr. Mthetho Mkhungo. Group sessions were organised according to the 
geographical areas (sub-groups) as identified via the stratified sampling method. 
Central, communal facilities were used for the group sessions, such as a community 
hall or meeting place. Each session started with an introduction of the research, 
followed by the procedure regarding the ethical clearance, including the written 
consent form. Thereafter, each question was read out loud by the facilitator in 
English and isi-Zulu to diminish the risk of misinterpretation. Participants were given 
sufficient time to complete the questionnaire and had ample opportunity to ask for 
clarification when needed. 
The data from the questionnaires was captured in an Excel spread sheet, using 
coding sets where necessary, especially for the scaled and multiple choice questions 
and are attached in Appendix IV. The empirical data gathered in the spread sheet 
were used for the analysis in Chapter V Section 5.1., based on the set of critical 
factors for market participation. 
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3.4. Semi-structured interview 
The main purpose of the interview was to gather empirical data on the market 
participation by smallholder farmers in the Agri-SCIP supply chain. An analysis of the 
interview data was performed to test the hypothesis regarding market participation 
by smallholder farmers in the Agri-SCIP test case based on the set of critical factors 
as determined in Chapter II, Section 2.8. 
A semi-structured interview was used as the specific research method. The interview 
schedule contained a fixed set of predetermined questions, but the necessary space 
to elaborate and deviate from the schedule was allowed if deemed necessary and 
relevant for the research (Barribal & While, 1993; Kothari, 2004). 
The semi-structured interview was constructed based on the set of critical factors for 
market participation by smallholder farmers. This resulted in an interview schedule 
with five predetermined questions. The interview schedule is attached in Appendix II 
of the research report. The first question “What is your relation with the Agri-SCIP 
project?” was used to establish the relationship of the interviewee with the Agri-SCIP 
test case. Elaborating on the question ensured that any issue or potential barrier to 
participation, not related to the prior written consent via the ethical clearance 
procedure, was sorted out. Questions 2 and 3 of the interview schedule relate to the 
market participation of smallholder farmers in the general fresh produce supply 
chain. Question 2 focussed on the opportunities, while question 3 focussed on the 
challenges for smallholder farmers to participate in the fresh produce supply chain. 
Questions 4 and 5 relate to the market participation of smallholder farmers in the 
Agri-SCIP supply chain. Question 4 focussed on the opportunities, while question 5 
focussed on the challenges for smallholder farmers to participate in the Agri-SCIP 
fresh produce supply chain. 
The population under reference for the semi-structured interview was SDC project 
staff and management, SDC board of directors and the agri-marketing co-operative 
board of directors. A purposive and case critical non-probability sampling method 
was used to select the participants for the interviews. This means that the sampling 
was not subjected to random selection, but depended on the availability and 
willingness of participants, as well as on cases critical to the selected population. 
(Terre Blanche et al., 2008). 
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The interviews were conducted in one-on-one sessions with the interviewer, Mr. 
Mthetho Mkhungo. The conversation was recorded by the interviewer who directly 
wrote down the interviewees’ responses to the questions. This resulted in an 
interview report for each individual interview that was conducted. At the time when 
the interviews were conducted the total population under reference was 27 
individuals comprising 7 SDC staff members, excluding the interviewer Mr. Mthetho 
Mkhungo, 9 board members of SDC and 11 agri-marketing co-operative board and 
staff members. 
3.5. Limitations 
Adequate historical data on the Agri-SCIP test case was available in the form of 
written periodical reports, annual reports and statements, concept documents, 
policies and procedures in order to perform a comprehensive review of the test case 
in Chapter IV. However, the information was available from only two sources, namely 
SDC and the agri-marketing co-operatives. The latter being an operational 
component of the test case. The fact that no external data about the test case were 
available limited the ability of the researcher to interact with different viewpoints. 
The empirical data derived from both the questionnaire and the interview, were 
gathered by Mthetho Mkhungo, a senior manager at SDC. Whilst his education and 
track record are considered adequate, there are a number of potential limitations that 
need consideration. The fact that Mr. Mkhungo is an integral part of the organisation 
which is the chief implementer of the Agri-SCIP test case may have obstructed some 
participants in their freedom to participate. However, adherence to the ethical 
clearance standards and elimination of the language barrier ensures that research 
participants are comfortable and free of impediments. All the research was 
conducted in a neutral environment with respect for the participant´s viewpoints, 
privacy and confidentiality. At the same time a number of potential benefits can be 
deduced from the fact that Mr. Mkhungo is a staff member of SDC. This may have 
instilled a certain measure of trust and facilitated better access to the participants. 
I was resident in Belgium during the period of the data collection from August 2013 
until December 2013, whilst Mr. Mkhungo was residing in South Africa in close 
proximity to the Agri-SCIP test case population. The distance barrier ruled out face-
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to-face discussions with me. Therefore communication was facilitated via video 
conference (Skype) and e-mail. The collected data were transferred electronically 
and the original documents were stored by SDC in their office in Margate, Kwa-Zulu 
Natal. I was aware of the difficulties regarding communication with Mr. Mkhungo and 
the Agri-SCIP test case population because of the physical distance barrier. Ample 
attention was given to the preparation process of Mr. Mkhungo as the data collector. 
Both the questionnaire and the interview schedule were discussed in great detail 
with Mr. Mkhungo during a video conference to ensure that there were no 
impediments remaining before the start of the data collection process in August 
2013. Frequent communication, mainly via e-mail, both pre and post the video 
conference ensured that I could provide constant feedback and was able to often 
reiterate the research goals and process to Mr. Mkhungo.  
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CHAPTER IV – CASE STUDY REVIEW: AGRI-SCIP 
 
4.1.  Introduction 
The Agricultural Sustainable Community Investment Programme, in short, Agri-
SCIP, was developed by the SDC. The programme is based on the Community 
Investment Programme, a second economy development programme 
conceptualised in the early 2000s by a South African development economist, the 
late Dr Norman Reynolds (Reynolds, 2006; Reynolds & van Zyl, 2002). The concept 
of the Community Investment Programme has been investigated by Geerts (2014), 
which includes an analysis of the Agri-SCIP and two other earlier Community 
Investment Programmes. 
SDC is a Non-Profit Company, also registered by the Department of Social 
Development as a Not-for-profit organisation (NPO) and was established in 2010. Its 
main purpose is the advancement of the Agri-SCIP. The organisation is based in 
Margate, a coastal town on the lower South Coast of the Kwa-Zulu Natal Province in 
South Africa. The province of Kwa-Zulu Natal is located on the east coast of South 
Africa (Figures 10 and 11). SDC is governed by a Board of Directors and an 
Executive Committee in line with the SA company law, ensuring due diligence and 
good governance, with a governance structure that has the requisite oversight and 
independence to ensure that the organisation delivers on its mandate and offers 
security to its stakeholders including funders (SDC, 2013). 
The Agri-SCIP concept document by SDC compiled in December 2012 describes the 
case in point as follows: “The Agricultural Sustainable Community Investment 
Programme is a social enterprise model that has been developed and implemented 
by SDC. At its core, the business model focuses on the advancement of local 
marketing services and support for resource poor smallholder farmers in order to 
strengthen their position in the supply chain. The main aim is to strengthen the 
position of smallholder farmers in the local fresh produce supply chain via a strategy 
focussing on the creation of a guaranteed local demand. Therefore Agri-SCIP 
deploys local agri-marketing co-operatives, which, in short, guarantee the demand of 
fresh produce to the local member smallholder farmers. Farmer’s rights and duties 
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are regulated via a Participatory Guarantee System (PGS) in the form of a 
membership agreement and a strict quality control system.” (SDC, 2012, pg. 6). 
 
Figure 10: Map of South Africa 
Source: www.embassyworld.com  
 
 
Figure 11: Map of the Kwa-Zulu Natal Province, South Africa 
Source: www.southafricaholiday.org.uk 
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While SDC was officially established in 2010 as a not-for-profit organisation, the 
inception of the Agri-SCIP happened a year earlier. In 2009, Give a Child a Family 
(GCF), a child care civil society organisation based in Margate, hosted the Agri-
SCIP, supported by a Belgian funder, Broederlijk Delen. 
By 2013 there were 2 active agri-marketing co-operatives under the auspices of 
SDC. The first agri-marketing co-operative operates in the Hibiscus Coast 
Municipality in 2009. A few years later, in 2011, the second agri-marketing co-
operative started operating in the Umdoni Municipality. The Hibiscus Coast and 
Umdoni Municipality are both situated on the lower South Coast of the Kwa-Zulu 
Natal Province in South Africa and are part of the Ugu District Municipality (SDC, 
2013).  
 
Figure 12: Overview of geographical areas of the Hibiscus Coast Co-operative 
Source: SDC, 2013, p. 8. 
In the financial year 2012/2013, the Hibiscus Coast agri-marketing co-operative was 
operating in three local communities, namely Nositha, KwaNzimakwe and Gcilima. In 
2013 the co-operative started working in Mvutshini. All the smallholder farmers form 
a local Farmers Association at community level of which every smallholder farmer is 
a member, so four local communities in total. Figure 12 is an extract from the 2013 
SDC annual report indicating the number of collection points in each community 
under the Hibiscus Coast Co-operative. The PGS registered growers represent each 
individual local smallholder farmer. The category “Sales to co-op” is an indication of 
the accumulated gross value of fresh produce for all the local collection points 
supplied to the Hibiscus Coast Co-operative. 
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The Umdoni Agri-marketing Co-operative currently operates in three local 
communities, namely Malangeni, Amahlongwa and Danganya. Figure 13 is an 
extract from the 2013 SDC annual report indicating the number of collection points in 
each community under the Umdoni Co-operative. 
 
Figure 13: Overview of geographical areas of the Umdoni Co-operative 
Source: SDC, 2013, p. 6. 
An in-depth review of the Agri-SCIP is necessary to analyse and evaluate the level of 
smallholder farmer participation in the fresh produce supply chain. Therefore, an 
understanding of the specific Agri-SCIP supply chain is critical for the evaluation and 
comparative analyses with the current status quo in the fresh produce supply chain 
on the lower south coast of the Kwa-Zulu Natal province. Fundamental to this 
analysis is to gain an understanding of the social enterprise model via the operations 
of the agri-marketing co-operative. The co-operative is a vital part of the Agri-SCIP 
operations. Amongst other elements, the procurement system, pricing strategy, 
quality control, marketing strategy and the general position of smallholder farmers in 
the Agri-SCIP supply chain will be analysed in this Chapter. 
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4.2. Agri-SCIP fresh produce supply chain 
Agri-SCIP is built around an agri-marketing co-operative operating as a social 
enterprise. The aim is to create an enabling environment for the development of 
smallholder farmers. The main focus is to provide a guaranteed market that is fair, 
rewarding and sustainable for smallholder farmers in various communities on the 
lower South Coast of the Kwa-Zulu Natal province. By providing sustainable and 
rewarding market access, the project gives smallholder farmers the opportunity to 
improve their livelihoods and increase their farming endeavours in order to gain 
wealth (SDC, 2012). 
An agri-marketing co-operative is a market intermediary in the fresh produce supply 
chain. In comparison with the established supply chain actors, its position is similar 
to that of formal market actors, such as fresh produce markets, supermarkets and 
fresh vegetable shops. Nonetheless some significant differences exist mainly in 
terms of governance, ownership, procurement, pricing, marketing and quality control. 
Figure 14 is an illustration of the specific Agri-SCIP supply chain in absence of most 
of the general fresh produce supply chain actors as presented by SDC (SDC, 2012).  
Upstream are the production suppliers. In this case they are smallholder farmers 
residing in previously disadvantaged areas. A close relationship between smallholder 
farmers as chain actors and the agri-marketing co-operative exists, whereby market 
information is freely exchanged, including product prices. Several services in 
addition to the marketing of fresh produce are on offer by the agri-marketing co-
operative to the smallholder farmers such as training, mentoring and the supply of 
production inputs. The information flow and relationship between these actors is 
arranged according to the Participatory Guarantee System (PGS), a specific 
procurement system which is explained further in Section 4.3.1. (SDC, 2012). 
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Figure 14: Agri-SCIP fresh produce supply chain 
Source: Siyavuna Development Centre, 2012, p. 21.
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In reviewing the 2012 Siyavuna concept document, a significant level of vertical 
integration in the Agri-SCIP supply chain is observed via the governance of the agri-
marketing co-operatives. All the smallholder farmers supplying the agri-marketing co-
operative are members and thus co-owners of the co-operative. Therefore they are 
equal co-owners of the body that markets and potentially even processes and adds 
value to their fresh produce. This approach is also demonstrated, amongst others, by 
the Keekenyokie Co-operative in Kenya, which processes Maasai beef (Kibue & 
Auerbach, 2013). It is assumed that this will have a positive impact on the integration 
and power relations of the smallholder farmers in the general fresh produce supply 
chain. In addition a level of horizontal integration is observed at the level of the 
smallholder farmers via their membership agreement with the agri-marketing co-
operative. All smallholder farms are not controlled or “owned” by one (or a few) 
actor(s), in the way that horizontal integration is generally understood (Riisgaard et 
al., 2008), but rather through the membership of large numbers of smallholder 
farmers in specific areas, mainly clustered per community, a sense of general control 
over the terms of production and consistency in quality and procurement is obtained. 
This constitutes a potential competitive advantage over other supply chain actors as 
it in a way contributes to a certain level of horizontal integration. 
The Agri-SCIP fresh produce supply chain clearly focuses on the short food supply 
chain concept as well as lean integration (Riisgaard et al., 2008; Hobbs & Young, 
2000). Eliminating the so-called “middle man” as much as possible, in combination 
with a short distance to the marketplace are the cornerstones of the Agri-SCIP fresh 
produce supply chain. Nonetheless this is nothing new in the sector as margins are 
low and fresh produce is highly perishable. Via the PGS a reasonable degree of lean 
integration is obtained whereby systems and data integration bring the different 
chain actors closer together. Geographical data and production statistics of individual 
smallholder farmers are integrated by the PGS, as well as linking them to sales 
statistics from the agri-marketing co-operative. This level of data and systems 
integration arguably translates into customer value addition and potentially a 
competitive advantage for the smallholder farmers. 
Analysing the sales records of the Hibiscus Coast agri-marketing co-operative out of 
their bookkeeping system indicated that the downstream supply chain linkages are 
versatile in nature. An overview list of the sales outlets of the Hibiscus Coast Co-
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operative was analysed according to the nature of sales transaction between direct 
customer sales and business to business sales (B2B). Compared to similar market 
actors in the general fresh produce supply chain, the Hibiscus Coast Co-operative 
acts as a direct sales outlet, like a supermarket or vegetable shop, as well as a 
market intermediary like a wholesaler, focussing primarily on B2B sales (Hibiscus 
Coast Co-operative, 2013). Operating in the direct sales market segment again 
indicates the application of the short food supply chain concept. Furthermore, 
emphasis is placed on local marketing efforts with almost all sales outlets and 
market intermediaries being within a 30 kilometre radius from the operational base of 
the Hibiscus Coast Co-operative. 
The Agri-SCIP fresh produce supply chain (see Figure 14) helps one to position the 
agri-marketing co-operative in the general supply chain of South Africa as depicted 
in Figure 4 earlier on in Chapter II. The agri-marketing co-operative is key to the 
operations and is in principle the only “new actor” that the Agri-SCIP introduces into 
the fresh produce supply chain, despite engaging (new) smallholder farmers in the 
supply chain. Figure 15 illustrates the position of the agri-marketing co-operative in 
the general fresh produce supply chain with a linkage to the formal market actors, 
informal actors and customers as the co-operative supplies all segments directly. 
78 
 
 
Figure 15: Positioning of the agri-marketing co-operative in the general Supply Chain Analysis of the 
Fresh Produce Supply Chain in South Africa 
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4.3. Key operations 
 
4.3.1. Vertical and horizontal integration via PGS 
Vertical and horizontal integration of smallholder farmers in the Agri-SCIP fresh 
produce supply chain is capacitated by the governance and ownership of the agri-
marketing co-operative. Both measures of integration are facilitated by the PGS. The 
PGS serves as an overall quality assurance system for the operations of the agri-
marketing co-operatives via which the membership of smallholder farmers is 
arranged. All smallholder farmers supplying the agri-marketing co-operative sign a 
pledge (contract) which details their (trade) agreement. The pledge contains 
specifics regarding the obligations of the agri-marketing co-operative, as well as 
specifics of the requirements for smallholder farmers regarding production methods 
(organic) and general product quality standards (SDC, 2011). The full pledge 
document is attached in Appendix I. Smallholder farmers who have signed the 
pledge receive a unique PGS membership number which is used to record every 
transaction they make with the co-operative. Signed-up smallholder farmers 
automatically become members of the local Farmers Association. Membership of the 
agri-marketing co-operative is key in the facilitation of vertical integration of the 
smallholder farmers in the supply chain. They gain more control over the supply 
chain because of the packaging, storage, transport and marketing activities of the 
agri-marketing co-operative.  
Practically, the vertical integration of smallholder farmers in the fresh produce supply 
chain, via the PGS, is embedded in the governance and daily management of the 
agri-marketing co-operative. At local level, smallholder farmers have monthly 
meetings via their Farmers Associations whereby they discuss and share local 
challenges and success stories. Agricultural extension services are also provided at 
the Farmers Association meetings to deal with more complex challenges. Every local 
Farmers Association has a direct representation on the board of directors of the agri-
marketing co-operative via a democratically elected chairperson and secretary. This 
ensures that all the smallholder farmers, via their PGS membership are 
democratically represented in the governance structure of the agri-marketing co-
operative. In addition, a number of external parties are included in the governance 
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structure to ensure adherence to good governance practices and viable decision 
making in the best interest of the Co-operative. Therefore customers and advisors 
are included. Customers provide valuable insight on market demands and product 
quality perceptions, as well as the customer perception of the value proposition in 
line with the price setting policy of the agri-marketing co-operative. Advisors are 
particularly skilled in small business and financial management, as well as having 
sound bookkeeping skills. These core competencies of advisors are deemed 
necessary in order to ensure good governance and viable decision making. SDC 
believes that the overall diversity and balanced composition of the board of directors 
of an agri-marketing co-operative, including smallholder farmers, customers and 
advisors, ensures that the interests of the smallholder farmers, the market 
(customers) as well as the general business interests of the agri-marketing co-
operative are safeguarded at all times (SDC, 2012). 
It is noteworthy that in comparison with a standard primary agricultural co-operative 
constitution in South Africa2, a more equitable profit sharing mechanism is adopted in 
the constitution of the agri-marketing co-operative. Smallholder farmers are paid a 
share of the profit according to the principle of patronage proportion via their 
Farmers Association. This means that each Famers Association receives a share of 
the profit according to the total volumes supplied by all farmers from that area in 
relation to the total supplied quantity of fresh produce (Hibiscus Coast Co-operative, 
2009). 
Horizontal integration on the other hand is also facilitated by the PGS. By laying 
down clear specifications and guidelines for the production and supply of fresh 
produce, a certain level of horizontal integration amongst smallholder farmers exists. 
This is achieved, not in the more traditional way by centralising ownership over the 
productive assets, but by central control over the factors of production for many 
individual smallholder farming units. By applying a set of production standards, many 
individual farmers become a uniform group of producers, thus facilitating a level of 
horizontal integration. 
Organic agriculture is the preferred production method. Organic agricultural 
principles are considered as the basis of the general production standards. 
________________________ 
2
 Available at: http://www.cipro.co.za/registration_forms/coopregforms/Co-opsPrimaryAgricultural.pdf. 
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When signing up for membership of the agri-marketing co-operative, smallholder 
farmers pledge to adhere to a set of clear production standards based on organic 
and natural production principles. As a guideline, a list of production practices and 
principles that either strictly need to be adhered to or which are simply not allowed in 
organic agriculture is provided. In addition, SDC facilitates free courses in organic 
agriculture, as well as providing intensive mentoring services. It is critical to exercise 
a sustained level of control in order to ensure adherence to these production 
standards. This is to make sure that the level of horizontal integration amongst 
smallholder farmers is safeguarded and can be guaranteed to the customers. Quality 
management of organic production standards via the PGS therefore foresees 
sporadic, ad hoc field inspection, as well as obligatory annual field inspections 
similar to third party certification. A suspected case of non-compliance can be picked 
up during the field inspection or may be reported by a smallholder farmer. The 
suspected case is then subjected to a field inspection which details the reported 
incident and captures the statement and position of the involved smallholder 
farmer(s) regarding the incident. The field inspection report is tabled at a meeting of 
the board of directors, which decides upon the appropriate penalty based on the 
evidence. Sanctions range from a supply-ban for a number of weeks, accompanied 
by a remediation plan, to being permanently expelled in the case of a repeated 
offender (SDC, 2012). 
4.3.2. Procurement of fresh produce 
The agri-marketing co-operative operates a rather specific procurement system, 
mainly because of their aim to attract smallholder farmers, but also because of the 
nature of the fresh produce supply chain. Procuring from many individual smallholder 
farmers requires a tailored procurement system. Practically, fresh produce is 
collected via local collection points at community level. This allows many smallholder 
farmers to have easy access to the market to sell their fresh produce, as well as 
having access to valuable inputs such as seeds, seedlings and tools. On a weekly 
basis each area or community is serviced by a number of local collection points. 
They make use of existing local structures such as a church, community hall or even 
under a tree or on the corner of the street. Via an information board the desired 
quality as well as the procurement price for fresh produce is communicated to the 
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smallholder farmers on a weekly basis. Upon delivery at a local collection point, the 
fresh produce from the smallholder farmers is first subjected to a quality control after 
which it will be washed, weighed and packaged for the market. Transparency of the 
procurement system ensures that free and informed decisions can be made by the 
farmers (SDC, 2012). 
There are two important aspects about the procurement system that have an impact 
on the participation of smallholder farmers in the fresh produce supply chain. First, 
there is the direct cash payment at collection points and secondly, the unrestricted 
quantity that can be supplied. This implies that all the smallholder farmers supplying 
produce to a local collection point are paid on the spot for their delivery, no matter 
how little they supply. The fresh produce supplied by a smallholder farmer is first 
subjected to a quality check-up, and when accepted, the smallholder will be paid the 
full amount in cash, according to the price communicated on the information board at 
the collection point. This eliminates all cash flow risks of payment on invoice, which 
in the case of some supply chain actors, such as supermarkets, can be intentionally 
delayed, causing financial stress situations for resource poor smallholder farmers. In 
addition, SDC believes that direct cash payment instils a level of confidence in the 
agri-marketing co-operative besides having a potential impact on poverty alleviation. 
The absence of any minimum supply quantity restriction allows every smallholder 
farmer, no matter how small or large, to sell their surplus produce to generate an 
(additional) income. This has a potential positive contribution on the social impact of 
the agri-marketing co-operative. This is one reason why SDC refers to it as a social 
enterprise.  
A basic assumption of the Agri-SCIP test case is that shifting the risk of disposal of 
produce from the smallholder farmer to the agri-marketing co-operative will give 
sufficient encouragement to the smallholder farmers, resulting in the willingness to 
increase production, once the risk is shared more equally. The guaranteed demand, 
with cash payment and no quantity restrictions, does however imply that the risk of 
sales is transferred to the agri-marketing co-operative. This forces the agri-marketing 
co-operative to have sufficient market access to ensure that requisite returns are 
attained, something which is reflected in the diverse range of sales methods via the 
analysis of the sales outlets of the Hibiscus Coast co-operative.  
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4.3.3. Pricing and variety 
The agri-marketing co-operative adheres to a strict pricing policy. The procurement 
prices for the smallholder farmers are derived via a market based pricing system. 
The agri-marketing co-operative values its fresh produce as a high quality and 
socially equitable product. The pricing mechanism is therefore based on a 
comparative analysis with the prevailing prices of premium organic products at 
various retail outlets, supermarkets and speciality shops. This means that a price 
premium is awarded to the product. In return, a procurement price of up to 60% of 
the overall retail price is obtained and guaranteed to the smallholder farmers. The 
procurement price ranges from a maximum of 60% to a minimum of 40% based on a 
product specific risk factor. The risk factor is measured according to the product 
perishability and market demand. A product with high perishability and low market 
demand will have a high risk factor moving the procurement price in the direction of 
the 40% minimum price of the overall retail price. Product prices are updated at least 
every month and communicated via the information boards at local collection points. 
It is a deliberate choice to keep prices steady over a longer period of time so as not 
to confuse smallholder farmers, and to provide them with a steady, guaranteed 
market (SDC, 2012). 
The risk factor included in the pricing system, has a positive impact on the variety of 
fresh produce being offered by the agri-marketing co-operative. Fresh produce which 
has a high supply, for example when in season, will get a high risk factor at that point 
in time, reducing the procurement price and discouraging farmers from producing 
this type of fresh produce. Low supply of specific types of fresh produce will have the 
opposite positive effect by reducing the risk factor, because supply is low, thus 
raising the procurement price and stimulating farmers to start cultivating that 
particular crop. In this way variety is promoted, while the risk of over-supply of 
certain types of fresh produce is being mitigated at the same time. The mechanism 
also has a positive impact on the bottom line sustainability of the agri-marketing co-
operative. 
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4.3.4. Marketing and Branding 
The value proposition of the agri-marketing co-operative is based on the intrinsic 
values of the fresh produce and is safeguarded by the PGS. The core values are 
captured in a social brand called “Kumnandi”, which means delicious in isiZulu. 
 
Figure 16: Kumnandi social brand 
Source: SDC, 2012 
The Kumnandi brand is built on three cornerstones which are the main intrinsic 
values of the fresh produce supply chain. Firstly, local, as the fresh produce is grown 
locally, mainly by previously disadvantaged smallholder farmers. Natural and 
organic, because all smallholder farmers are trained and mentored to apply natural 
and organic farming techniques. The fresh produce is free of any kind of chemical 
pesticides and fertilizers or any other hazardous substance. Healthy and fresh, 
because the fresh produce is high in nutrients and freshly picked and collected in the 
morning for the local market. 
The primary target market of the agri-marketing co-operative are “conscious” 
individual customers. These customers identify themselves with, and thus 
appreciate, the intrinsic values of a Kumnandi product. This segmentation is mainly 
based on lifestyle and financial status. Their consumer behaviour is characterized by 
a strong sense of quality, health and environmental benefits. Additionally, conscious 
customers value themselves as good citizens and wish to contribute to the society at 
large and have a high sense of solidarity. Therefore, they are generally prepared to 
pay a price premium for local, fresh and natural products, such as Kumnandi. The 
second target market is the lower and middle income community. As the product 
offering is local and fresh, these customers, while looking for good value for money, 
are attracted by the superior quality and freshness. However, attracting these 
customers requires an expanded distribution system as well as a sensible pricing 
strategy. Thirdly, as part of their social enterprise status, fresh produce is offered at 
lower prices to local community members in the various procurement areas (SDC, 
2012). 
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Various sales methods are used by the agri-marketing co-operatives. Fresh produce 
is sold to the customers directly via their own Kumnandi market stalls and outlets or 
via a number of supply chain intermediaries. The list of sales points of the Hibiscus 
Coast Co-operative indicates the variety in sales outlets and methods. Direct sales 
are made at the local flea market, Good Health Shop and Gayridge poultry farm. 
Meanwhile local restaurants like for example Flavours, La Petite Café and Casa 
Toscana are supplied. Earth Mother Organics based in Durban and Ginger Snaps in 
Shelley Beach, are speciality shops buying in bulk. Even supermarkets such as 
Ramsgate Spar and Fruit & Veg City in Shelley Beach are customers of the co-
operative. The gross profit margins vary between the different marketing channels. 
Direct sales have a gross profit margin ranging from 43% to 48%, sales to restaurant 
from 47% to 49%, speciality shops from 39% to 47% and supermarkets from a loss 
of 20% to 20% profit. Sales to other smallholder farmers and disadvantaged 
community members range from a loss of 15% to 12% profit, which is proof of the 
social nature of the agri-marketing co-operative (Hibiscus Coast Co-operative, 2013). 
The agri-marketing co-operative strives to achieve the highest sales profit and 
therefore focusses its sales efforts on direct sales, restaurants and speciality shops. 
However, it is important to maintain a diverse sales mix, thus including other markets 
such as supermarkets and community trade, to spread the sales risk. The risk is 
transferred onto the agri-marketing co-operative via the specific procurement system 
which guarantees to the smallholder farmers that all their produce will be purchased. 
Although certain markets, such as supermarkets for example, may have a lower 
gross profit margin, they tend to have other benefits in terms of high and varied 
demand, which other markets might lack. This is important for the financial viability of 
the agri-marketing co-operative. A diversified range of supply channels allows the 
agri-marketing co-operative to attain a high sales response with very little spoilage. 
Prioritising high gross profit margin markets supports the financial sustainability.  
Analysis of the sales figures of the Hibiscus Coast Co-operative for the financial year 
2012/2013 indicated that in total 15,5 tons of fresh fruit and vegetables had been 
traded. An overwhelming part of the fresh produce, namely 76%, has been sold via 
direct sales. Lower volumes are traded by the co-operative in other marketing 
channels as depicted in Figure 17. This supports the drive of the agri-marketing co-
operative to focus its sales on direct sales, restaurants and speciality shops, which 
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jointly constituted 92% of the total annual sales volume in the 2012/2013 financial 
year (Hibiscus Coast Co-operative, 2013). 
 
Figure 17: Percentage of sale in different market channels by the Hibiscus Coast Co-operative (2013) 
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4.4.  Critical factors for smallholder farmer participation  
in Agri-SCIP 
A set of five critical factors, grouping barriers to entry into the fresh produce supply 
chain for smallholder farmers, has been identified out of the literature review in 
Chapter II, section 2.8. The status and impact of the Agri-SCIP test case on market 
participation for smallholder farmers is evaluated according to the same five critical 
factors. The evaluation is based on a review of the case study presented in this 
Chapter. 
Critical factor 1: Transport and distance to markets 
The hypothesis based on this critical factor is that the participation in the fresh 
produce market by smallholder farmers will improve when barriers to entry related to 
transport and distance to markets are shifted to a collectively owned marketing Co-
operative. 
Due to the focus of Agri-SCIP on a short food supply chain and lean integration of 
the Agri-SCIP fresh produce supply chain, a system of local collection points is used 
by the agri-marketing co-operative. On a weekly basis, procurement at a number of 
local collection points at various places across the communities, and in near 
proximity to the smallholder farmers, means easy collection of fresh produce from 
the farmers (SDC, 2012). Having collection points close by, enables the smallholder 
farmers to bring vegetables on foot, which eliminates the need for long distance 
transport, as well as the associated transport cost. 
While poor road infrastructure is still an issue in most of the communities where local 
collection points are operative, the risk of high transport costs and long travel times 
is transferred from the individual smallholder farmer to the agri-marketing co-
operative. The co-operative organises collective transport to the market, which 
significantly reduces the transaction costs. Furthermore, the vehicle from the co-
operative has a high utilisation rate, which reduced the fixed costs per kilometre and 
as a result also lowers the transaction costs. 
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Critical factor 2: Product quality 
The hypothesis based on this critical factor is that the participation in the fresh 
produce market by smallholder farmers will improve when barriers to entry related to 
product quality are shifted to a collectively owned marketing Co-operative. 
In the Agri-SCIP test case, PGS serves as an overall quality assurance system 
(SDC, 2012). This alternative certification scheme allows smallholder farmers to 
avoid expensive, top-heavy, third party certification (Katto-Andrighetto & Auerbach, 
2009). The PGS clearly sets the quality standards via specifications and guidelines 
for the production and supply of fresh produce by the smallholder farmers. The 
production standards are enforced by the PGS via a system of internal control and 
field inspections, with a penalty system for non-compliance. The quality of the 
supplied fresh produce is inspected at the local collection point with direct feedback 
to the smallholder farmer (SDC, 2012). The quality standard and enforcement 
measures are clearly communicated to the smallholder farmers. Together with the 
quality inspection and feed-back at the collection points, the barrier to entry related 
to product quality for smallholder farmers is eased off in the Agri-SCIP test case.  
A thorough but simple approach of training farmers in quality management supports 
them in achieving consistently high quality products. Member smallholder farmers 
receive free of charge agricultural training in support of achieving the determined 
quality standard for their fresh produce. The necessary skills and knowledge are 
transferred to the smallholder farmer in order for them to comply with the production 
standards. In addition to this, post-harvest treatment is an important part of the 
training. Smallholder farmers are informed on how to grade and check the basic 
quality of their fresh produce, based on shape, colour, marks, spots, etc. prior to the 
delivery at the local collection point. This ensures that farmers are fully aware of the 
quality requirements by the co-operative and therefore lowers the risk of poor quality 
of produce becoming a barrier to entry into the market (SDC, 2012). 
Freshness is key in the fresh produce sector. In relation to the system of local 
collection points and the short food supply chain, smallholder farmers harvest on the 
morning of the collection day by the co-operative. This ensures high levels of 
freshness, thus tempering potential barriers due to a threat of spoilage for certain 
specific types of fresh produce (SDC, 2012). 
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The agri-marketing co-operative organises collective packaging of the fresh produce 
supplied by the smallholder farmers at the local collection points (SDC, 2012). The 
packaging and health requirements of the market are taken into account by the agri-
marketing co-operative. The barrier to entry into the fresh produce market for 
smallholder farmers related to packaging is therefore removed as the full 
responsibility and risk is shifted from the smallholder farmer to the agri-marketing co-
operative. 
Critical factor 3: Product quantity 
The hypothesis based on this critical factor is that the participation in the fresh 
produce market by smallholder farmers will improve when barriers to entry related to 
product quantity are shifted to a collectively owned marketing co-operative. 
In the Agri-SCIP test case, the agri-marketing co-operative is supplied by a group of 
smallholder farmers, who are all members of the co-operative, via its procurement 
system of local collection points (SDC, 2012). The collective procurement system 
raises the confidence level regarding regular and consistent supply by smallholder 
farmers, which has a positive impact on contract performance and lowers transaction 
costs. The supply of basic farming inputs at local collection points, such as seeds, 
seedlings and tools, at bulk market prices, further stimulates the regular and 
consistent supply. Smallholder farmers therefore have a better chance of 
participating in specific high volume markets such as supermarkets and fresh 
produce markets with the co-operative as an intermediary. 
In addition, the pricing strategy of the agri-marketing co-operative incorporates a risk 
factor. The procurement price by the co-operative is directly influenced by the risk 
factor which is based on product demand and supply in the market, as well product 
specific risks, such as high perishability or difficult growing conditions, e.g. disease 
prone crops. Siyavuna argues that this has a positive impact on the variety of fresh 
produce supplied by the smallholder farmers, as it generally raises the price for high 
demand, low supply products, as well as high risk products, thus stimulating small 
scale production (SDC, 2012). 
Aihoon and Louw both argue that smallholder farmers face a barrier to entry in the 
fresh produce market due to their low production capacity (Aihoon et al., 2009; Louw 
et al., 2007). Preferential treatment of large consignments at FPM´s (NAMC, 2001) 
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and supermarkets favouring large suppliers for various reasons (Louw et al., 2007) 
further highlight the existence of this significant barrier to entry into the fresh produce 
market for smallholder farmers. The procurement system of the agri-marketing co-
operative eliminates this barrier by eliminating any supply quantity restriction. SDC 
believes that the unrestricted quantity that can be supplied at the local collection 
points, has a positive impact on the participation of smallholder farmers in the fresh 
produce supply chain. The system is transparent with equal prices for small and 
large consignments of fresh produce. Every smallholder receives similar treatment 
and the same trade conditions from the agri-marketing co-operative (SDC, 2012). 
The focus of Agri-SCIP on a short food supply chain, with weekly local collection 
points, lowers the need for storage facilities (SDC, 2012). Nonetheless, the agri-
marketing co-operative provides the storage for the fresh produce after procurement 
from the smallholder farmers. The responsibility and risk of fresh produce storage is 
therefore transferred from the smallholder farmers to the co-operative from the point 
of delivery at the local collection point. The need for storage by smallholder farmers, 
as a potential barrier to entry into the fresh produce supply chain, is therefore 
reduced, because collection is organised on a weekly basis and the risk is 
transferred onto the agri-marketing co-operative after procurement. 
SDC has observed that in general there is a dual impact on product quantity. Firstly, 
farmers who produce only very small quantities can sell these through the co-
operative. Secondly, the quantities supplied have steadily grown up to a certain 
point, though it is proving difficult to stimulate further growth. 
Critical factor 4: Buyer seller relationship 
The hypothesis based on this critical factor is that participation in the fresh produce 
market by smallholder farmers will improve when barriers to entry related to the 
buyer-seller relationship are shifted to a collectively owned marketing co-operative. 
Every smallholder farmer who supplies fresh produce to the agri-marketing co-
operative is a member and consequently, co-owner of the co-operative. Via the 
membership, a level of vertical integration by smallholder farmers in the supply chain 
exists. Every smallholder farmer is democratically represented on the board of 
directors of the agri-marketing co-operative (SDC, 2012). The power relations in the 
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Agri-SCIP supply chain show an improved position and increased bargaining power 
for smallholder farmers.  
SDC argues that the pricing system in the Agri-SCIP test case awards a price 
premium to the fresh produce, with a procurement price for smallholder farmers 
between 60% and 40% of the retail price, based on a risk factor. Prices are updated 
on a monthly basis and communicated via the information board at the local 
collection points (SDC, 2012). At first glance farmers appear to be price takers in this 
pricing system because the co-operative determines the procurement prices. There 
is a clear pricing policy and transparency regarding the percentage split. However, 
the fact that smallholder farmers are democratically represented on the board of 
directors of the agri-marketing co-operative, together with customers and advisors, 
indicates that there is a significant level of control by the smallholder farmers over 
the pricing system. The smallholder farmers have strengthened their bargaining 
position towards other chain actors in a collective manner. A glimpse of the 
strengthened bargaining position was observed in the first quarterly report by SDC in 
2014, whereby the smallholder farmers, represented by a delegation from the agri-
marketing co-operative, demanded better services and adaptation to organic 
agricultural practices from local representatives of the Department of Agriculture 
Forestry and Fisheries (SDC, 2014) 
The procurement system of the co-operative operates on a direct cash payment 
basis. This means that when a smallholder farmer supplies fresh produce at a local 
collection point, payment is made on the spot in cash (SDC, 2012). This eliminates 
any barrier to entry into the market related to cash flow risks for smallholder farmers 
due to delayed payments and financing costs. 
Smallholder farmers potentially face a barrier to entry when participating in markets 
favouring supply contracts, often for a long period with high demands on quality and 
quantity. (Aihoon et al., 2009; Louw et al., 2007). In the Agri-SCIP test case, the 
PGS regulates the contract agreement (pledge) between a smallholder farmer and 
the agri-marketing co-operative (Siyavuna Development Centre). This contract or 
pledge is in many ways different from a general supply contract as it does not 
include any quantity specifications. In addition, the pricing system is transparent and 
democratic ownership of the co-operative, with a profit sharing mechanism amongst 
92 
its members, ensures that both trust and a certain level of freedom for the 
smallholder farmer are part of the contract agreement. 
Critical factor 5: Market information 
The hypothesis based on this critical factor is that the participation in the fresh 
produce market by smallholder farmers will improve when barriers to entry related to 
market information are shifted to a collectively owned marketing co-operative. 
The Agri-SCIP test case has a number of aspects imbedded in its operations which 
improve the level of market information for smallholder farmers. Successful 
participation in the Agri-SCIP supply chain is stimulated by a transparent governance 
and operational system in which an open information flow is promoted. SDC argues 
that there are a number of aspects contributing to an open information flow. These 
include: price boards at local collection points, democratic governance of the co-
operative, PGS production standards, transparent procurement system with weekly 
local collection points and collective packaging. The Farmer Association meetings 
are also an important platform where smallholder farmers can share information of a 
diverse nature. 
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4.5. Conclusion 
The Agri-SCIP test case is implemented by SDC, a non-governmental organisation 
based on the South Coast of the Kwa-Zulu Natal province. The Agri-SCIP supply 
chain, as a unique alternative marketing model, has been analysed. Critical parts 
have been studied in detail regarding the PGS, procurement, pricing, marketing and 
branding system. This led to a fist analysis of the test case based on the five critical 
factor for market participation by smallholder farmers.   
Looking at the different barriers to entry, the review indicated that the risk of high 
transport costs and long travel times has been transferred from the individual 
smallholder farmer onto the agri-marketing co-operative. Collective transport from 
the collection points to the local markets has also lowered the transaction costs. 
By organising collective packaging, the co-operative has successfully removed this 
specific barrier to entry into the fresh produce market for smallholder farmers as the 
full responsibility and risk has been shifted to the co-operative. 
The absence of any procurement quantity restrictions means that even very small 
quantities can be sold to the co-operative. By organising weekly local collection 
points and organising bulk storage, the co-operative has severely lowered the need 
for storage facilities in the communities. Furthermore, the PGS regulates the contract 
agreement (pledge) between the smallholder farmers and the co-operative. The 
contract also regulates a transparent pricing system. 
The review of the Agri-SCIP test case provided a valuable insight in the operational 
aspects of the project and its specific supply chain. Based on the available literature 
and data, the market participation by smallholder farmers in the Agri-SCIP supply 
chain has been observed and described provisionally. However, in the next chapter 
empirical data collected via an interview and questionnaire, to further test and 
validate the main hypotheses of the research, is presented. 
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CHAPTER V: RESULTS AND DATA ANALYSIS 
 
In this chapter the results from the empirical data collection sourced via the interview 
and questionnaire, as outlined in the methodology chapter, are presented. The 
interview and questionnaire data are analysed in order to test and validate the 
participation of smallholder farmers in the Agri-SCIP supply chain according to the 
secondary research questions based on the critical factors namely, transport and 
distance to markets, product quality, product quantity, buyer-seller relationship and 
market information. 
5.1. Questionnaire 
5.1.1. Results 
The questionnaires were conducted during seven different group sessions. One 
group session was organised in each of the following geographical locations 
according to the operational area of the agri-marketing co-operative as described in 
Chapter III Section 3.1: Gcilima, KwaNzimakwe, Nositha, Mvutshini, Malangeni, 
Amahlongwa and Danganya. During the seven group sessions a total of 118 
smallholder farmers completed the questionnaire. With a total population of 269 
smallholder farmers and a confidence level of 95%, 118 completed questionnaires 
resulted in a confidence interval of the results of 7% (Kothari, 2004; Terre Blanche et 
al., 2008). This was well in excess of the minimum number of questionnaires (71) 
specified in the sampling methodology section. 
The data from the 118 questionnaires were captured in an Excel spread sheet, using 
coding sets where necessary, especially for the scaled and multiple choice 
questions. The results of the questionnaire, as captured in the spread sheet, have 
been presented in Appendix IV.  
5.1.2. Analysis 
The analysis of the empirical data was done in three parts according to the set-up of 
the questionnaire. The first part of the analysis focussed on the demographics and 
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socio-economic status of the Agri-SCIP smallholder farmers. The second part 
analysed the empirical data in relation to the set of critical factors, while the third part 
provided an analysis of the data related to the confidence and ambition of 
smallholder farmers to participate in the general fresh produce supply chain. 
PART I - Data related to the demographics and social-economic context 
The gender analysis indicated that 83% of the respondents are women, whilst only 
17% are men. 83% of the smallholder farmers are older than 45 years, with 21% 
being older than 65 years. None of the respondents are younger than 25 and only 
3% are younger than 35.  
  
Figure 18: Level of education Figure 19: Employment status 
Figure 18 indicates that the level of education of the smallholder farmers is low, with 
84% not having finished matric, which is the final year of high school in South Africa. 
13% of the smallholder farmers have finished their matric and only 3% indicate to 
have some sort of tertiary education. Most of the smallholder farmers are 
unemployed, with only a few indicating that they are self-employed, or volunteering 
as depicted in Figure 19. Only 3% of the smallholder farmers say that they are 
formally employed. 
Of the 118 respondents, 34 smallholder farmers indicate that they do not have 
access to any type of government grant, which means that 84 smallholder farmers 
(71%) receive at least one type of government grant. Access to old age grants is 
high with 44% of the smallholder farmers indicating that they receive this type of 
grant. The high amount of old age grants is related to the age analysis of the 
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smallholder farmers. A South African citizen is entitled to an old age grant under 
certain specific conditions from the age of 60. 
The analysis of the demographics and socio-economic status of the smallholder 
farmers indicated that the predominant profile of an Agri-SCIP smallholder farmer is 
an older, poorly educated, unemployed female. 
PART II - Data on critical factors for market participation and barriers to entry  
Some of the questions were related to the participation by smallholder farmers via 
other market actors such as supermarkets and Fresh Produce Markets. The analysis 
has been presented according to the set of critical factors for market participation by 
smallholder farmers. 
Section A – Transport and distance to markets 
  
Figure 20: Own transport Figure 21: How will you transport produce to town 
The majority (95%) of the smallholder farmers indicated that they don’t have their 
own vehicle to transport fresh produce to the market. Only 1% said that they have a 
vehicle which they can use to transport their fresh produce. The public taxi is the 
most commonly used alternative mode of transport, as indicated by 49% of the 
smallholder farmers in Figure 21. Still, 35% indicated that they don’t know how to 
transport their fresh produce to the market, indicating the existence of a barrier to 
entry. 
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Figure 22: Other place close by to sell Figure 23: Travel time 
There is a strong indication in Figure 22 that there is a need for transport as 83% of 
the smallholder farmers said that they don’t know any place to sell their fresh 
produce close to their homes except for the collection point of the agri-marketing co-
operative operating in their community. Taking those who answered about travelling 
time to the market in Figure 23, 60% of the smallholder farmers indicated that they 
have to travel at least 30 minutes to reach the nearest marketplace and 40% have to 
travel more than one hour. The lack of sufficient tarred roads is evident as 83% of 
the smallholder farmers responded that a large part of their trip to the local market is 
done via dirt roads. 
The analysis of the data regarding the transport and distance to markets for 
smallholder farmers of the Agri-SCIP test case indicated that most of the farmers 
have insufficient access to transport. As markets are often far from the smallholder 
farmers, transport is critical. The agri-marketing co-operative collection points 
provide a viable link to the market, minimizing the need for transport, as well as 
reducing transaction costs. 
Section B – Product quality 
This section covers product quality related data regarding the market participation for 
smallholder farmers in the Agri-SCIP test case. Two thirds of the smallholder farmers 
indicated that they are confident that their fresh produce meets the quality standards 
of the supermarket. They appeared less confident about the packaging of fresh 
produce as 57% of the smallholder farmers indicated that they don’t know how to 
package their produce correctly in order to meet the standards of the supermarket as 
depicted in Figure 24. Half of the respondents said that they don’t think the 
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supermarket will buy their fresh produce if it is not packaged correctly as shown in 
Figure 25. 
 
 
Figure 24: Knowledge of supermarket packaging 
requirements 
Figure 25: Supermarket packaging requirements 
Most (93%) of the smallholder farmers indicated that they are aware of the quality 
standards applied by the agri-marketing co-operative at the local collection points. 
The reasons for which their fresh produce was rejected by the agri-marketing co-
operative at the local collection point are illustrated in Figure 26. The respondents 
reported that their fresh produce has mainly been rejected due to black spots, holes 
and size (too small).  Meanwhile the smallholder farmers are generally confident 
about their ability to grade the fresh produce, with 95% indicating they know how to 
divide their fresh produce into first and second grade. 
 
Figure 26: Reasons for rejected produce at the agri-marketing co-operative collection points 
Organic production and the Kumnandi label are cornerstones of the Agri-SCIP. Most 
of the farmers (92%) indicate they are well informed and confident about growing 
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their fresh produce organically as depicted in Figure 27. Almost all the smallholder 
farmers (97%) are aware of the price premium they can receive from growing 
organic fresh produce (Figure 28).  
  
Figure 27: Knowledge of organic growing Figure 28: Knowledge of price premium for 
organic 
 
Figure 29: Importance of Kumnandi label 
The Kumnandi label, used to label the trade of local, natural fresh produce, seemed to 
be important for the smallholder farmers, with 95% saying it is important to use the 
Kumnandi label for the sale of their fresh produce as shown in Figure 29. 
The analysis of the data regarding the quality of fresh produce indicated that while 
smallholder farmers are confident about the quality and grading of their fresh 
produce for sale to the supermarket, they are less so when it comes to packaging. 
The quality standards of the agri-marketing co-operative and organic production 
practices are well known, as well as the fact that there can be a price premium 
awarded to organic fresh produce. A label, like Kumnandi, to brand their fresh 
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produce is considered by many smallholder farmers to be an important aspect of 
their trade. 
Section C – Product quantity 
The data in Figure 30 regarding the production volumes and consistency of supply 
by the smallholder farmers indicated that 58% feel they grow enough to sell directly 
to the supermarket or FPM. When asked if they can supply regular volumes on a 
weekly basis, only 35% indicate that they are confident and when asked for delivery 
on a weekly contract of 100 cabbages, the confidence level of the smallholder 
farmers dropped to 11%. 
 
Figure 30: Production volumes to supply supermarket, FPM or shop 
The data regarding storage facilities showed that 43% of the smallholder farmers 
said that they store their harvest at home, but only 19% of them have access to cold 
storage facilities for their fresh produce in their home or nearby. 
The analysis of the data regarding product quantity showed that some smallholder 
farmers are confident that they grow enough to sell their fresh produce in the formal 
market. The consistency of supply by smallholder farmers is low, as indicated by the 
decreasing ability to deliver weekly or on a contract basis. Many smallholder farmers 
have insufficient access to cold storage facilities in their vicinity, which, when 
available, could aid them to gain critical mass in order to supply some of the formal 
markets. 
Section D – Buyer seller relationship 
When asked for places where smallholder farmers can sell their fresh produce, they 
indicated that they have the best access to the CFP co-op, which is the agri-
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marketing co-operative, with 81% as depicted in Figure 31. Next to the sales at local 
collection points of the agri-marketing co-operative, 70% of the smallholder farmers 
indicated that they are able to sell to their neighbours. Far fewer smallholder farmers 
indicated that they were able to sell to family members (29%), the local school (27%) 
and the tuck shop or bottle store in their community (25%). The data also showed 
that the ability to sell to supermarkets (5%), Indian traders (3%), restaurants (2%) 
and the FPM in Port Shepstone (2%) is low. Indian traders hereby refers to a type of 
street vendor also referred to in the literature as ‘bakkie traders’ who come to the 
farms and buy directly from farmers in cash. 
 
Figure 31: Places where smallholder farmers can sell their fresh produce 
When looking at the knowledge and confidence of smallholder farmers regarding 
price setting and price negotiations, Figure 32 shows the places where smallholder 
farmers are confident that they will receive a good price for the fresh produce. The 
confidence level of the smallholder farmers is highest when selling to the CFP co-op, 
which is the agri-marketing co-operative (79%) or to their neighbours (64%). The 
confidence of the farmers to get a good price when selling in the formal market to 
supermarkets (4%), restaurants (3%) and the Port Shepstone FPM (3%) is rather 
low. 
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Figure 32: Places where smallholder farmers think they can sell their fresh produce at a good price 
When asked if the smallholder farmers know the price they will get when selling to 
the agri-marketing co-operative, 68% of the smallholder farmers indicated that they 
don’t know the price. On the contrary, 60% of the smallholder farmers indicated that 
they know the price they will receive from Indian traders and 64% said they know the 
price they will get when selling their fresh produce to the local tuck shop or bottle 
store as depicted in Figure 33. 
 
Figure 33: Knowledge and confidence of sales price to different actors 
When gauging the confidence regarding price negotiations, 81% of the smallholder 
farmers are confident that they will get the price they want for their fresh produce 
when they sell directly in their local community to either a neighbour, tuck shop, 
bottle store or local school. Only 37% of the smallholder farmers are confident to get 
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the price they want for their fresh produce when they sell into the formal market to 
either the supermarket or FPM.  
The analysis of the data regarding the buyer seller relationship indicated that the 
access to markets by smallholder farmers generally declines when the distance to 
the market increases as community based trade, like the agri-marketing co-operative 
and neighbourhood trade are most common. The knowledge and confidence of 
smallholder farmers regarding price setting and price negotiations indicated that they 
are most confident to get a good price when selling in the local informal markets. 
There is less confidence and knowledge about the price setting of the agri-marketing 
co-operative. 
Section E – Market information 
Figure 34 shows all the places where the respondent has made at least one sale of 
fresh produce. 82% of the smallholder farmers made at least one sale to the CFP co-
op and 81% has done so to their neighbours. Far fewer smallholder farmers have 
made at least one sale to their family members (27%) and to the local spaza shop 
(14%). Not so many smallholder farmers made sales into other markets, with 5% 
indicating that they had sold at least once to an Indian trader, 3% to the FPM, 2% to 
the supermarket and 1% to a restaurant. In addition, 66% of the smallholder farmers 
indicated that they don’t know what type of fresh produce the supermarkets want and 
63% indicated that they don’t know when they can sell to the FPM. 
 
Figure 34: Markets at which the smallholder famer has made at least one sale 
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Of those markets to which the smallholder farmers do sell their fresh produce, 82% 
indicated that they know what type of fresh produce their customer wants. Nearly two 
thirds of the smallholder farmers (65%) indicate that they don’t have access to 
enough other places to sell their fresh produce. Of those smallholder farmers that 
sell their fresh produce to the CFP co-op, 67% indicated that they know to whom the 
CFP co-op sells it on. 
The analysis of the data regarding market information showed that while people 
generally feel they know what their customers want, market information of the formal 
market e.g. supermarkets and FPM, is rather limited. When local markets such as 
the CFP co-op and neighbourhood trade are exhausted or inaccessible, little 
knowledge and information exists on other markets. 
Part III - Data on confidence level of smallholder farmers about their 
participation in markets other than the Agri-SCIP supply chain 
Almost two thirds of the smallholder farmers (62%) indicated that they are not 
confident that they will be able to transport their fresh produce to the market other 
than to the local collection point of the CFP co-op. Only 20% of the smallholder 
farmers said they were either confident (12%) or very confident (8%) that they will be 
able to sell their fresh produce as organic, with 63% of the respondents not being 
confident that they can sell their fresh produce as organic in markets other than the 
CFP co-op. Nearly two thirds (64%) of the smallholder farmers indicated that they 
have little (25%) to no (39%) confidence that the quality of their fresh produce will be 
accepted by a trade partner other than the CFP co-op. Confidence about the 
packaging of their fresh produce follows a similar trend, with two thirds of the 
smallholder farmers (66%) indicating they have little (24%) to no (42%) confidence 
that their packaging will meet the standards of the market.  
When asked about their confidence regarding their ability to supply regular volumes 
of fresh produce, 76% of the smallholder farmers indicated that they have little (25%) 
to no (51%) confidence that they will have enough fresh produce to sell. Only 23% of 
the smallholder farmers are either confident (17%) or very confident (6%) that they 
will receive a good price at the market. More than two thirds of the farmers (68%) 
indicated that they have little or no confidence that they will be treated with respect 
by their trade partner other than the CFP co-op. 
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5.2. Semi-structured interview 
5.2.1. Results 
The interviews were conducted in one-on-one sessions with the interviewer, Mr. 
Mthetho Mkhungo according to the methodology outlined in Chapter III Section 3.3. 
In total six interviews have been conducted, which resulted in six interview reports 
containing empirical data on the critical barriers for smallholder farmer market 
participation in the general and specific Agri-SCIP fresh produce supply chain. The 
interview reports have been transcribed and original copies of the interview have 
been archived by the researcher. The full interview reports can be made available 
upon request. 
The results are presented according to the outline of the interview schedule 
containing four open questions. For each part of the interview schedule, all relevant 
quotes and statements by the respondents have been presented, with reference to 
the relationship of the interviewee with Agri-SCIP. 
Question 1: 
What are, according to you, the main opportunities for smallholder farmers to 
market their surplus produce on the South Coast of the Kwa-Zulu Natal 
province other than the Agri-SCIP project? 
“School feeding schemes, schools, Indians who come round with bakkies”, SDC 
management. 
“If there was cohesion and leadership and initiative they could perhaps create their 
own farm stalls selling fresh organic produce along the N2 [highway]… they would 
need to create their own mini Co-operatives with at least one involved person having 
a van or having access to one”, SDC project staff. 
“Because of transport costs, as well as knowledge of the possible markets, the 
opportunity to market surplus products otherwise is limited”, SDC project staff. 
“Because of the cultural background, vegetables are not an important local food 
source for the farmers and the products that would be grown would be limited 
without the introduction and training regarding new products”, SDC project staff. 
“Very limited, probably only as a street vendor”, SDC Board Member. 
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“There are no real opportunities. Potential markets are far from them and are flooded 
by low cost supplies”, co-operative board member and community development 
practitioner. 
Question 2: 
What are, according to you, the main challenges for smallholder farmers to 
market their surplus produce on the South Coast of the Kwa-Zulu Natal 
province other than the Agri-SCIP project? 
“They don’t have transport to take their produce to market”, SDC management. 
“…a challenge of water making it difficult to have a consistent supply of the goods 
needed by customers”, SDC management. 
“Transport to the market and quality of the produce”, SDC board member. 
“Not having bulk produce to compete with other suppliers”, co-operative Board 
Member and community development practitioner. 
“Not having consistency of supply”, co-operative Board Member and community 
development practitioner. 
“No transport to get produce to the market”, co-operative Board Member and 
community development practitioner. 
“Struggling to get the premium they deserve for their organic, local fresh produce if 
they are on their own with no brand”, co-operative Board Member and community 
development practitioner. 
Question 3: 
What are the main marketing related opportunities or benefits for smallholder 
farmers who are participating in the Agri-SCIP project? 
“They don’t compete with one another to sell their produce as all their produce is 
marketed under one brand and sold on by the co-op”, SDC management. 
“They don’t have the pressure of having to supply to meet the needs of specific 
customers- instead they can sell what they have to the co-op”, SDC management. 
“The farmers are up-skilled on an ongoing basis through mentoring efforts and 
Farmer Association meeting input and this helps them to improve production which 
makes their produce more marketable”, SDC management. 
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“Farmers can focus on doing what they enjoy most – growing crops, rather than 
having to market their own produce”, SDC management. 
“Collection of produce (transport not required)”, SDC board member. 
“Can offer variety to customer because of combined produce with other farmers”, 
SDC Board Member. 
“There are many opportunities such as cash on delivery of produce, training and 
assistance in crop production and the opportunities for value adding and processing 
of crops”, co-operative Board Member and community development practitioner. 
Question 4: 
What are the main marketing related challenges for smallholder farmers who 
are participating in the Agri-SCIP project? 
“Some farmers live quite a distance from their collection points making it a challenge 
for them to get to their collection point…. Some farmers don’t sell all the excess 
produce they have, simply because they carry their produce to the collection point.”, 
SDC Management. 
“Price of the produce, is Agri-SCIP offering the best price available?” SDC Board 
Member. 
“A supply/demand consideration. Farmers should attempt to grow high premium 
crops when other crops are in season”, SDC Board Member. 
“Sometimes the prices they can get locally are higher than those of the project”, co-
operative Board Member and community development practitioner. 
5.2.2. Analysis 
The analysis of the empirical data from the interviews was done in two parts 
according to the interview schedule. The first part was based on the market 
participation opportunities and challenges for smallholder farmers in the general 
fresh produce supply chain. The second part was based on the Agri-SCIP related 
market participation opportunities and challenges for smallholder farmers. The 
analysis has been performed according the set of critical factors for market 
participation identified in the literature review in Chapter II. 
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Part I 
Opportunities and challenges for smallholder farmer market participation in 
the general fresh produce supply chain 
The general trend of the responses indicated a rather bleak prospect for smallholder 
farmers to market their own fresh produce. While access to transport provides 
opportunities if available, it is apparent that the distance to markets prevents proper 
market access when the necessary transportation means are lacking. The general 
tendency of the respondents was that there is a lack of access to transportation for 
the smallholder farmers.  
Some of the respondents indicated a general lack of product quality as a challenge 
for market participation by smallholder farmers. The lack of a brand and organic 
recognition, especially in the formal market, has been indicated as a challenge for 
smallholder farmers to get a premium price for their fresh produce. Stating that some 
potential markets are flooded with low cost supplies, indicated that smallholder 
farmers are likely to be unable to compete on price at these markets. 
A lack of diversification and production volumes, was supported by the statement 
that vegetables are not an important local food source of the smallholder farmers. A 
lack of water was pointed out to undermine their productive capacity, hampering a 
consistent supply of fresh produce. This was further outlined as a challenge 
regarding their lack of bulk produce, which doesn’t allow smallholder farmers to 
compete with other (not specified) suppliers.  
Local markets, such as schools, Indian traders and street vendors have been 
pointed out to present a minor opportunity for market access by smallholder farmers. 
Meantime a general lack of market information has been pointed out as a barrier to 
market participation.  
Part II 
Opportunities and challenges for smallholder farmer market participation in 
the Agri-SCIP supply chain 
The collection of produce at the local collection points has been perceived by some 
respondents to eliminate the need for transport. However, this has been nuanced by 
statements indicating that some farmers still live quite a distance from a collection 
point, which hampers them to supply large volumes of fresh produce. Overall, the 
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analysis indicates a positive impact of the Agri-SCIP supply chain on barriers to entry 
related to transport and distance to markets, mainly due to the procurement system 
using local collection points. 
Support in the form of training and mentoring which the smallholder farmers receive, 
has been pointed out by some respondents to have a positive impact on both 
product quality and quantity. It was stated that there is less supply pressure on the 
smallholder farmers as the agri-marketing co-operative provides both a bulking and 
storage service. This has been argued by the respondents to increase the quantity 
and variety of supply and eases access into the general fresh produce supply chain. 
One respondent indicated that the co-operative takes all the marketing related risks 
away from the smallholder farmers, leaving them to only carry the risks directly 
related to their farming endeavours. This has been perceived as an opportunity for 
smallholder farmers, as the co-operative eliminates several potential barriers to 
entry. 
In terms of the buyer seller relationship there have been indications that the 
relationship between the co-operative and the smallholder farmers, guided by the 
PGS, has made it easier to participate in the Agri-SCIP supply chain. It has already 
been pointed out that there are no supply demands on the smallholder farmer. 
Respondents also noted that farmers are paid directly in cash on delivery of their 
produce. 
Challenges regarding the price setting have been highlighted by several 
respondents. The indication was that sometimes prices for fresh produce in the 
community are higher than the actual procurement prices of the agri-marketing co-
operative. The arising questions are whether smallholder farmers will resort to this 
market (neighbourhood and family trade) instead of selling to the agri-marketing co-
operative and what the saturation level of these community based markets is? It is 
however apparent that food prices in the community, for example those charged by 
local spaza shops, are higher than food prices in urban markets, such as 
supermarkets. Furthermore, the agri-marketing co-operative delivers a number of 
services to the smallholder farmers, such as packaging, transportation and storage, 
which carry a certain overhead cost that needs to be catered for. Further research 
would be required in order to comprehend the context and impact of this observation 
fully.  
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One respondent indicated that the smallholder farmers no longer compete with one 
another to sell their produce, as all fresh produce is marketed under the Kumnandi 
brand by the co-operative. Arguably, after saturation of the local markets, spill over 
supply to the co-operative exists. 
It has been argued by some respondents that the need for market information has 
been significantly reduced by the introduction of the agri-marketing co-operative. The 
co-operative jointly coordinates all marketing related endeavours, acting as a supply 
and demand buffer. It has been pointed out that valuable and sometimes critical 
market information can be disseminated fairly effectively via Farmers Associations 
meetings to large numbers of smallholder farmers. 
Analysing the empirical data regarding the smallholder participation in the Agri-SCIP 
supply chain it is apparent that a number of potential barriers have either been 
eliminated altogether or have been eased off, especially barriers related to the 
distance to markets, packaging, storage, bulk supply, delayed payment, branding 
and product recognition. Pricing however seems to remain an issue with a delicate 
balance between community spot prices and procurement prices of the agri-
marketing co-operative.  
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CHAPTER VI: CONCLUSION & RECOMMENDATIONS 
 
The research was conducted in order to gain an understanding of the Agri-SCIP as 
an alternative, demand driven, marketing model for smallholder farmers in South 
Africa. It is apparent from the literature review that market participation by 
smallholder farmers in the fresh produce supply chain is hampered by several 
barriers to entry. While some of the barriers to entry are production related, many are 
market related. For smallholder farmers to climb the agricultural development ladder, 
a level of commercialisation is needed. This implies the need for continuous 
participation in rewarding markets, be it formal or informal. The literature indicated 
that there is little to no market participation by smallholder farmers especially in the 
formal market, despite some ad hoc entries mainly in local informal markets. This 
implies that for the development of smallholder farmers to be successful, alternative 
marketing models such as the Agri-SCIP, are worth analysing to determine the 
extent to which they eliminate or ease off potential barriers to market participation. 
The main hypothesis was that smallholder farmer market participation in the fresh 
produce supply chain will improve when potential barriers to entry are shifted to a 
collectively owned marketing co-operative in the Agri-SCIP test case. The 
forthcoming main research question was therefore whether smallholder farmer 
market participation in the fresh produce supply chain will improve when potential 
barriers to entry are shifted to a collectively owned marketing co-operative in the 
Agri-SCIP test case.  
As the barriers to market participation are diverse in nature, five critical factors were 
identified in the literature review which limit the ability of farmers to participate in the 
fresh produce supply chain. These critical factors became the cornerstone of five 
secondary research questions. The findings from the empirical data as detailed in 
Chapter V and the test case review in Chapter IV are synthesised in order to answer 
the secondary research questions building up a response to the main research 
question and research hypothesis. 
The first research question is based on the impact of shifting barriers to market 
participation related to transport and distance to markets onto the collectively owned 
agri-marketing co-operative. Local collection points are a viable means to localise 
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procurement, significantly easing market participation by smallholder farmers as the 
market is close by, in the local community. The Agri-SCIP operational model reduces 
transaction costs and a collectively owned delivery truck removes any barrier related 
to transportation means. As a condition for the development of smallholder farmers, 
the data indicate that apart from each individual farmer’s distance to the local 
collection point, barriers to market participation related to transport and distance to 
markets are eliminated by the procurement model of the agri-marketing co-operative. 
The second research question is based on the impact of shifting barriers to market 
participation related to product quality onto the collectively owned agri-marketing co-
operative. PGS proves to be a viable tool to exercise the quality control in the Agri-
SCIP test case. Supported by an ongoing training and mentoring programme, the 
competence, as well as confidence of the smallholder farmers regarding product 
quality is improved. All costs and risks associated with packaging, grading and cold 
storage are shifted to the agri-marketing co-operative. Regardless of the above, 
fresh produce can still be rejected by the agri-marketing co-operative based on a 
quality check performed at the local collection point upon delivery. Nonetheless, 
most product quality related barriers to market participation are eliminated as they 
are shifted to the agri-marketing co-operative. The specific barrier related to the 
actual quality control of the fresh produce upon delivery is eased through transparent 
standards and an extensive training and mentoring support programme. 
The third research question is based on the impact of shifting barriers to market 
participation related to product quantity onto the collectively owned agri-marketing 
co-operative. There are a number of aspects of the Agri-SCIP test case that have a 
positive impact on product variety and volumes, in particular the supply of farm 
inputs and the training and support programme. The bulk collection of fresh produce 
by the agri-marketing co-operative provides critical mass to participate in high 
volume markets, increases the consistency of supply and reduces the transaction 
costs. As a condition for the development of smallholder farmers, the guarantee that 
any given quantity can be supplied to the agri-marketing co-operative implies 
elimination of the barrier to market participation related to supply volumes and 
variety due to limited production capacity. By shifting the risks associated with 
product variety and volume onto the agri-marketing co-operative most related 
barriers to market participation are eliminated in the Agri-SCIP test case.   
113 
The fourth research question is based on the impact of shifting barriers to market 
participation related to the buyer-seller relationship onto the collectively owned agri-
marketing co-operative. Collective marketing via the agri-marketing co-operative 
increases the bargaining power and contract performance of the smallholder farmers 
as they are democratic co-owners. Direct cash payment at the collection point 
eliminates barriers to participation due to cash-flow constraints. The barrier to market 
participation related to price setting and transparency seems to persist in the Agri-
SCIP test case. The empirical data indicated that local informal markets tend to have 
a lower barrier to participation when it comes to pricing and participants seem unsure 
about the pricing strategy in the Agri-SCIP test case. 
The fifth research question is based on the impact of shifting barriers to market 
participation related to market information onto the collectively owned agri-marketing 
co-operative. Smallholder farmers are informed at local collection points and farmers 
association meetings. While they are well aware of quality standards, post-
harvesting procedures and packaging, most farmers seem not well informed about 
the procurement prices in spite of several efforts by the agri-marketing co-operative. 
In turn, barriers to market participation related to market information are eased but 
remain apparent on sensitive issues such as procurement prices. 
An overall assessment of the market participation by smallholder farmers in the Agri-
SCIP test case reveals that, despite some remaining barriers, many barriers to entry 
are either eliminated or at least alleviated. It is therefore fair to say that by shifting 
potential barriers to entry onto a collectively owned co-operative that the market 
participation by smallholder farmers in the fresh produce supply chain will potentially 
improve. However, the fact that some barriers are not completely removed or even 
remain to their full extent, indicates that market participation by smallholder farmers 
is not absolute and unconditional via the introduction of a collectively owned agri-
marketing co-operative. 
Looking at the poor status of the market participation by smallholder farmers in the 
South African fresh produce sector, the introduction of agri-marketing co-operatives 
holds the potential to turn around rural agricultural development on a national scale. 
Whilst showing potential as an alternative marketing model for smallholder farmers it 
is apparent that a number of factors still need to be considered. The sustainability 
and viability of the agri-marketing co-operative, as a make or break operation at the 
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centre of the business model, is a subject that needs further attention in order to 
provide additional evidence on the applicability and scaling-up of the Agri-SCIP 
model. In addition, the cost of setting up an agri-marketing co-operative in light of the 
potential to mainstream Agri-SCIP in the South African agricultural development 
sector remains unclear and will need further research. It is however apparent that 
government and civil society are potential drivers of Agri-SCIP as an alternative 
market model.  
The socio-economic environment of the smallholder farmers, such as the impact of 
the South African social grant system, the HIV/Aids pandemic, pro-poor development 
policy and the developmental state all have an impact on the applicability and impact 
of the Agri-SCIP model. Further research is needed to grasp the relationship of Agri-
SCIP and the national social grants scheme with a potential local multiplier effect in 
mind. 
In light of the above, the positive impact of Agri-SCIP on market participation by 
smallholder farmers is apparent, which adds importance to the consideration of 
alternative marketing models such as Agri-SCIP for the development of smallholder 
farmers in South Africa into a large semi-commercial and commercial farming base. 
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APPENDIX I – PGS PLEDGE DOCUMENT 
 
 
Community Fresh Produce Cooperative 
PLEDGE 
1. What is this pledge about? 
The Community Fresh Produce Co-operative (CFP Co-op) in your area buys and 
markets fresh produce directly from small farmers in the area at rewarding prices. 
This produce will be sold under a label that is introduced, marketed and managed by 
the CFP co-op. 
All the fruit and vegetables that the CFP co-op buys must be grown locally and 
organically. This forms the basis for the ORGANIC STANDARDS to which every 
farmer that wants to supply his produce to the CFP co-op must comply. This pledge 
gives reference to those standards as well as the benefits you will gain from 
becoming a member after signing this pledge. 
It also refers to the general MEMBERSHIP arrangements and the SANCTION 
document which details the sanctions and penalties that will be given if you don’t 
comply with the standards or break any of the rules that you agreed to when 
becoming a member. 
2. Dispute resolution, how do we solve a problem?: 
The following steps should be taken when either this pledge is dishonoured or any 
wrong practice or action has taken place: 
Discuss and peacefully resolve any disagreements or disputes; 
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Specific offences will be handled by the CFP co-op in terms of the SANCTIONS 
document that is attached to this pledge; 
Any issue that is unresolved or that is outside of the scope of the sanction document 
will then be referred to (in sequence of referral) your local Farmers Association 
meeting and the CFP Co-op Board 
3. Which benefits do you get? 
You become a CFP co-op member who is provided a guaranteed market with 
protected prices, with a guaranteed 60% of the average retail price per crop; 
You will have weekly access to a market in your community to sell you produce; 
You will receive a personal membership card; 
Your produce will be sorted, graded and marketed under a well-established label for 
your benefit; 
You are a member of your local monthly Farmers Association Meeting; 
You have 1 vote at your local Farmers Association Meeting that will allow you to 
elect a chairperson and secretary to represent you on the CFP Co-op Board of 
Directors; 
You can buy seeds, seedlings and agricultural tools directly from the co-op at low 
prices. 
The CFP co-op will also assist you to even become a better farmer by: 
Providing training, mentoring and possibilities to learn and visit others; 
Informing you of prices and what the customers want so that you grow the ‘right’ 
things; 
Providing easy access to agricultural implements and tools such as seeds, 
seedlings, spades, wheelbarrows, fencing, etc. 
4. MEMBERSHIP 
There is an annual membership fee payable for all farmers who wish to sell their 
produce to their local CFP Co-op. The amount of which is determined annually by 
the CFP Co-op Board of Directors.  
The details of the membership fee and information on how and when to pay it, are 
explained in the MEMBERSHIP document. 
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APPENDIX II – INTERVIEW SCHEDULE 
 
Name(s) & Surname:___________________________________________________________ 
Signature: 
* Please sign the informed consent form before commencing the interview 
1. What is your relation with the Agri-SCIP project? 
 
2. What are, according to you, the main opportunities for smallholder farmers to market their 
surplus produce on the South Coast of the Kwa-Zulu Natal province other than the Agri-SCIP 
project? 
 
3. What are, according to you, the main challenges for smallholder farmers to market their 
surplus produce on the South Coast of the Kwa-Zulu Natal province other than the Agri-SCIP 
project? 
 
4. What are the main marketing related opportunities or benefits for smallholder farmers which 
are participating in the Agri-SCIP project? 
 
5. What are the main marketing related challenges for smallholder farmers which are 
participating in the Agri-SCIP project? 
 
 
 
 
 
 
Thanks you for your participation! 
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APPENDIX III – QUESTIONNAIRE TEMPLATE 
 
Name(s) & Surname:___________________________________________________________ 
Signature: 
PART I 
I.1. What is your gender? Please tick the correct box with an x. 
I.2. What is your age category? Please tick the correct box with an x. 
18 – 25 years 26 – 35 years 36 – 45 years 46 – 55 years 56-65 years Older than 65 
I.3. What is your level of education? Please tick the correct box with an x. 
Below matric Matric Certificate Diploma B-degree Honors /Master Other 
I.4. What is your employment situation? Please tick the correct box with an x. 
Student Unemployed  Self-employed Formally employed Volunteer 
I.5. Which government grants do you receive, if any? Please tick all the correct boxes with an x.  
Child support grant Old age grant Foster parent grant Disability grant None 
PART II 
II.A – Transport and distance to markets 
A1. I have my own transport to bring my fruit and vegetables to the market in town? (outside 
of your community) 
Yes No 
A2. I know a lot of other places close to my home where I can sell my fruit and vegetables 
other than the CFP Co-op? 
Yes No 
A3. How will you transport your fresh produce if you want to sell it in town? 
With your own 
car or bakkie 
Borrow a car from 
a friend or family 
Hire a bakkie 
or car 
Take it on 
the taxi 
Walk Bicycle I don’t know 
how 
A4. How long does it take you to bring your fresh produce to the closest market other than the CFP Co-op 
collection point in your community? 
Less than 
30 minutes 
Less than 
1 hour 
Less than 
2 hours 
More than 
2 hours 
A5. If you want to sell your fresh produce in town you will have to drive on… 
Only dirt road Mostly dirt road Mostly tar road Only tar road 
II.B – Product Quality 
B1. The quality of my fruit and vegetables is good enough to sell in the supermarket? Yes No 
B2. I know how to package my fruit and vegetables if I want to sell to the fresh produce Yes No 
Male Female 
130 
market or directly to the supermarket? 
B3. I know which fruit and vegetables the CFP Co-op will buy from me and which ones it 
will reject because of bad or low quality? 
Yes No 
B4. I know what I have to do to grow my fresh produce organically? Yes No 
B5. The supermarket or fresh produce market will not buy my fresh produce if it is not 
packaged correctly? 
Yes No 
B6. I know how to separate my produce in first grade and second grade? Yes No 
B7. If I grow my fresh produce organically I will get a better price for it? Yes No 
B8. It is important to stick a label (like Kumnandi) op my fresh produce? Yes No 
B9. For what reasons have your fruit and vegetables been rejected at the collection point? 
Too small Too big Black 
spots 
Holes Too ripe Not ripe 
enough 
Not straight Not fresh other 
II.C – Product Quantity 
C1. I am growing enough fresh produce on my own to sell directly to the supermarket, fresh 
produce market or any other shop? 
Yes No 
C2. I store my harvest at home? Yes No 
C3. I grow enough fresh produce to sell to the supermarket, fresh produce market or any other 
shop at least ones every week? 
Yes No 
C4. If the supermarket offers me a contract for 100 cabbages each week I will be able to deliver? Yes No 
C5. I have access to cold storage facilities for my fresh produce in my home or somewhere close by? Yes No 
II.D – Seller/Buyer relationship 
D1. When I sell to the CFP Co-op I know the price I will get? Yes No 
D2. I know what price the Indian trader will give me for my madumbes and/or sweet potatoes? Yes No 
D3. I know what price I want if I sell to the local tuck shop or bottle store? Yes No 
D4. I feel comfortable to sign a contract with the supermarket to sell my fresh produce? Yes No 
D5. If somebody gives me a low price, I don’t sell? Yes No 
D6. I know I will get the price that I want when I sell to somebody in my community? Yes No 
D7. I know I will get the price that I want when I sell to the supermarket or the fresh produce market? Yes No 
D8. I want a contract to sell to the local school? Yes No 
D9. I want a contract to sell to the supermarket? Yes No 
D10. I can sell my fresh produce to… 
Neighbour CFP 
co-op 
Port Shepstone 
FPM 
Tuck shop / 
bottle store 
Supermarket Family 
member 
Restaurant Indian 
trader 
Local 
School 
D11. I think I can get a good price for my fresh produce if I sell to… 
Neighbour CFP 
co-op 
Port Shepstone 
FPM 
Tuck shop / 
bottle store 
Supermarket Family 
member 
Restaurant Indian 
trader 
Local 
School 
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II.E – Market information 
E1. When you sell your fruit and vegetables to the CFP Co-op, do you know where they sell it? Yes No 
E2. I know what the people who buy from me want? Yes No 
E3. I know what kind of fresh produce the supermarket wants to buy? Yes No 
E4. I know when the local fresh produce market is buying produce? Which day? Time? Yes No 
E5. When I do not sell to the CFP co-op I have enough other places and people to sell to? Yes No 
E6. Did you ever sell your fresh produce to any of the following? 
Neighbours CFP 
co-op 
Port Shepstone 
Fresh Produce 
Market 
Spaza 
shop 
Supermarket Family 
members 
Restaurant Indian 
trader 
PART III 
If you sell your fresh produce to somebody other than the CFP Co-op, what are you confident about? 
For example when you sell fresh produce to the supermarket, a neighbour, tuck shop,… are you confident 
that… 
 Strongly 
disagree 
Disagree Agree Strongly 
agree 
I will be able to transport my produce to the market.     
They will believe me if I tell them my produce is organic.     
They will accept the quality of my fresh produce.     
They will accept the produce the way that I packaged it.     
I will have enough produce to sell to them.     
They will give me the price that I want.     
They will treat me with respect.     
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APPENDIX IV – QUESTIONNAIRE RESULTS 
 
The total population of smallholder farmers who were beneficiaries of the Agri-SCIP 
project in October 2013, was 269 farmers. In total 118 questionnaires were 
completed. At a confidence level of 95%, the results have a confidence interval of 
6.7%.  The completed questionnaires were captured in excel with the following 
results. 
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QUESTIONNAIRE DATA CAPTURING 
TOTAL 118 
PART I 
  
Gender 
male female 
20 98 
  
Age 
18 – 25 years 
26 – 35 
years 
36 – 45 
years 
46 – 55 
years 
56-65 years 
Older 
than 65 
 0 3 17 41 32 25 
  
Education 
Below matric Matric Certificate Diploma B-degree 
Honours 
/Master 
Other 
99 15 2 2 0 0 0 
  
Employment 
Student 
Unemploye
d  
Self-
employed 
Formally 
employed 
Volunteer 
0 100 10 4 4 
  
Government grants 
Child support grant 
Old age 
grant 
Foster 
parent 
grant 
Disability 
grant 
None 
No 
Answer 
27 52 5 7 32 2 
PART II 
Section A - transport & distance to markets 
  Yes No 
No 
Answer 
I have my own transport to bring my fruit and 
vegetables to the market in town? (outside of 
your community) 1 112 5 
I know a lot of other places close to my home 
where I can sell my fruit and vegetables other 
than the CFP Co-op? 12 98 8 
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How will you transport your fresh produce if 
you want to sell it in town? 
With your own car or 
bakkie 
Borrow a car 
from a 
friend or 
family 
Hire a 
bakkie or 
car 
Take it on 
the taxi 
Walk Bicycle 
I don’t 
know how 
4 1 1 58 13 0 41 
 How long does it take you to bring your fresh 
produce to the closest market other than the 
CFP Co-op collection point in your 
community? 
Less than 30 minutes 
Less than 1 
hour 
Less than 
2 hours 
More 
than 2 
hours 
No Answer 
25 23 14 33 23 
  
If you want to sell your fresh produce in town 
you will have to drive on… 
Only dirt road 
Mostly dirt 
road 
Mostly tar 
road 
Only tar 
road 
No Answer 
46 52 8 6 6 
Section B - product quality 
  Yes No 
No 
Answer 
The quality of my fruit and vegetables is good 
enough to sell in the supermarket? 78 35 5 
I know how to package my fruit and 
vegetables if I want to sell to the fresh 
produce market or directly to the 
supermarket? 44 67 7 
I know which fruit and vegetables the CFP Co-
op will buy from me and which ones it will 
reject because of bad or low quality? 110 4 4 
I know what I have to do to grow my fresh 
produce organically? 109 3 6 
The supermarket or fresh produce market 
will not buy my fresh produce if it is not 
packaged correctly? 59 57 2 
I know how to separate my produce in first 
grade and second grade? 112 4 2 
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If I grow my fresh produce organically I will 
get a better price for it? 115 1 2 
It is important to stick a label (like Kumnandi) 
on my fresh produce? 112 2 4 
For what reasons have your fruit and 
vegetables been rejected at the collection 
point? 
Too small Too big 
Black 
spots 
Holes Too ripe 
Not ripe 
enough 
Not 
straight 
Not 
fresh 
other 
35 9 44 42 27 13 9 18 21 
Section C - product quantity 
  Yes No No Answer 
I am growing enough fresh produce on my own to sell directly 
to the supermarket, fresh produce market or any other shop? 69 46 3 
I store my harvest at home? 51 62 5 
I grow enough fresh produce to sell to the supermarket, fresh 
produce market or any other shop at least ones every week? 41 65 12 
If the supermarket offers me a contract for 100 cabbages each 
week I will be able to deliver? 13 99 6 
I have access to cold storage facilities for my fresh produce in 
my home or somewhere close by? 22 90 6 
Section D - buyer seller relationship 
  Yes No No Answer 
When I sell to the CFP Co-op I know the price I will get? 35 80 3 
I know what price the Indian trader will give me for my 
madumbes and/or sweet potatoes? 71 41 6 
I know what price I want if I sell to the local tuck shop or 
bottle store? 75 29 14 
I feel comforTable to sign a contract with the 
supermarket to sell my fresh produce? 42 67 9 
If somebody gives me a low price, I don’t sell? 42 70 6 
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I know I will get the price that I want when I sell to 
somebody in my community? 95 15 8 
I know I will get the price that I want when I sell to the 
supermarket or the fresh produce market? 44 69 5 
I want a contract to sell to the local school? 50 60 8 
I want a contract to sell to the supermarket? 43 69 6 
  
I can sell my fresh produce to… 
Neighbour CFP co-op 
Port Shepstone 
Fresh Produce 
Market 
Tuck shop 
or bottle 
store 
Super-
market 
Family 
member 
Restaurant 
Indian 
trader 
Local 
School 
83 95 2 29 6 34 2 4 32 
  
I think I can get a good price for my fresh 
produce if I sell to… 
Neighbour CFP co-op 
Port Shepstone 
Fresh Produce 
Market 
Tuck shop 
or bottle 
store 
Super-
market 
Family 
member 
Restaurant 
Indian 
trader 
Local 
School 
75 93 2 24 5 25 4 4 31 
Section E - market information 
  Yes No 
No 
Answer 
When you sell your fruit and vegetables to the CFP 
Co-op, do you know where they sell it? 79 32 7 
I know what the people who buy from me want? 97 15 6 
I know what kind of fresh produce the supermarket 
wants to buy? 31 78 9 
I know when the local fresh produce market is 
buying produce? Which day? Time? 32 74 12 
When I do not sell to the CFP co-op I have enough 
other places and people to sell to? 26 77 15 
  
Did you ever sell your fresh produce to any 
of the following? 
Neighbours CFP co-op 
Port Shepstone 
Fresh Produce 
Market 
Spaza 
shop 
Super-
marke
t 
Family 
member
s 
Restaurant 
Indian 
trader 
95 97 3 17 2 32 1 6 
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Part III 
If you sell your fresh produce to somebody other than 
the CFP Co-op, what are you confident about? 
For example when you sell fresh produce to the 
supermarket, a neighbour, tuck shop,… are you 
confident that… 
Not 
confident 
Little 
confident Confident 
Very 
confident 
No 
Answer 
I will be able to transport my produce to the market. 73 4 18 13 10 
They will believe me if I tell them my produce is organic. 74 10 14 10 10 
They will accept the quality of my fresh produce. 46 29 20 19 4 
They will accept the produce the way that I packaged it. 50 28 19 10 11 
I will have enough produce to sell to them. 60 30 15 8 5 
They will give me the price that I want. 66 19 20 7 6 
They will treat me with respect. 57 24 16 14 7 
 
